salesforce 0 


FY23 Annual Report 


Delivering 
Customer Magic 


Since our founding, we have always believed in doing 
well and doing good. And in spite of a challenging global 
environment, we have a powerful vision for the future of CRM. 
Salesforce remains mission-critical to companies of all sizes, 
and we're poised to continue gaining market share. 


Innovative products like Data Cloud and Einstein GPT, the 
world's first generative AI for CRM, help our customers create 
magical experiences for their customers. That customer magic 
is why we're the world’s #1 CRM for the ninth year in a row. 


We're committed to profitable growth, and we'll continue to 
evaluate every dollar we spend to ensure the highest return 
on investment. By staying focused on customer success, we're 
on our way to becoming one of the largest, most profitable 
software companies in the world. 


We'll get there by following our values, and with the support 
of stakeholders and partners like you. Thank you. 


FY23 . 
Highlights 4, 


$31.4 billion 22.5% 


Revenue, up 18% year over year Non-GAAP Operating Margin? 
a a 0 
$48.6 billion 90% 
Remaining Performance Obligation? up 12% year over year of the Fortune 500 are Salesforce customers 
a a a a 
7.1 billion 7.8 million+ 
Operating Cash Flow, up 19% year over year Hours contributed to the community since inception 


1 “Remaining Performance Obligation” represents future revenues that are under contract but have not yet been recognized. 
2 *Non-GAAP operating margin is a non-GAAP financial measure. Refer to page 7 for a reconciliation of GAAP to non-GAAP financial measures. 


Our goal is to make 
Salesforce one of 
the largest and most 
profitable software 


companies in 
the world. 


Fellow stockholders, 


In fiscal year 2023, we delivered on our profitable growth commitments as we 
continue to transform the company. Our goal is to make Salesforce one of the 
largest and most profitable software companies in the world. As we entered 
the fourth quarter, we recognized that we needed to radically accelerate the 
transformation time frame we shared at our Investor Day in September and 
bring our two-year goal forward. We immediately put into place an accelerated 
transformation plan in four areas: short-term and long-term restructuring of the 
company, improving productivity and performance, prioritizing our core innovations, 
and forming a deeper and even stronger relationship with our shareholders. 


While we are not done with our transformation, we are pleased with the 
improvements we made. By taking prompt action, we accelerated our non-GAAP 
operating margin to 22.5%, an improvement of almost 4 points year over year. 
We generated $31.4 billion in revenue, up 18%, or 22% in constant currency 
year over year. And we closed FY23 with operating cash flow reaching $7.1 billion, 
up 19% year over year, the highest cash flow in our company’s history. Looking 
forward to FY24, we are guiding non-GAAP operating margin of approximately 
27%, additional improvement of 4.5 points year over year. And for FY24 revenue, 
we're guiding to $34.7 billion at the high end of the range, over 10% projected 
year-over-year growth. Finally, in fiscal year 2023, we returned $4 billion to 
shareholders via the share repurchase program, and increased the current 
authorization from $10 billion to $20 billion. 


Reflecting the priorities above, our board has formed a new Business Transformation 
Committee to monitor the team’s progress, and disbanded our M&A Committee. 


We are deeply committed to profitable growth, and we believe the loyalty of our 
customers, as well as our unmatched portfolio of products and services, positions 
us well to increase customer engagement. We will continue to scrutinize every 
dollar of investment and resource to ensure we deliver the highest ROI while 
enabling us to accelerate into the future. 


While the measured buying environment that began in the second half of fiscal 
year 2023 continues into this fiscal year, Salesforce remains mission critical to 
companies as they navigate these challenging times and beyond. Our customer 
revenue attrition is at its lowest level in our 24-year history. This is a critical metric 
of all of our customers’ success. 


We are well positioned to continue gaining market share — Salesforce is the fastest- 
growing enterprise software company today, and for the ninth year in a row, 
Salesforce is ranked as the world’s #1 CRM. Every company is going through a digital 


Our industry-leading, 
diversified Customer 
360 platform provides 
the cost savings, 
productivity, agility, 
operational resiliency 
and time to value 
necessary to deliver 
customer success. 


Salesforce is proud to 
have net zero residual 
emissions across our 
entire value chain, 
and renewable energy 
equal to 100% of our 
global operations. 
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transformation, which begins and ends with the customer. Our industry-leading, 
diversified Customer 360 platform provides the cost savings, productivity, agility, 
operational resiliency, and time to value necessary to deliver customer success. 


We continue to deliver on organic innovation across our core clouds — Sales Cloud, 
Service Cloud, Marketing Cloud, and Commerce Cloud — and focus on deeper 
integration of Slack, Tableau, and MuleSoft. We have a powerful vision for the 
future of CRM — a fully integrated suite, built on our Data Cloud and our next- 
generation platform, powered by real-time hyperscale data, AI, and automation. 
Our new Data Cloud is the most significant innovation we've developed since our 
original Salesforce clouds and metadata platform, and will make every part of our 
Customer 360 more automated, intelligent, and real time. And with Einstein GPT, 
the world’s first generative Al for CRM, we are opening the door to the next level 
of innovation and growth in our industry. 


Our community of 19 million Trailblazers across 100 countries is the heart of the 
Salesforce ecosystem, which will create 9.3 million new jobs and $1.6 trillion in 
new business revenue worldwide by 2026. We are proud that more than 5 million 
people around the world have used Trailhead, our free online learning platform, 
to upskill and meet the growing demand for digital talent. 


We continue to believe that doing well does not preclude our ability to do good, 
and that community service enhances our business in so many ways. Through our 
1-1-1 philanthropy model, we continue to give back to our communities. Since our 
founding 24 years ago, we have provided over $614 million in grants, and Salesforce 
employees worldwide have provided 7.8 million volunteer hours. More than 50,000 
nonprofits and schools use free or discounted Salesforce products. In fiscal year 
2023, we celebrated 10 years of supporting our local schools, providing more than 
$165 million to date in grants to schools and educators worldwide. We're proud that 
more than 17,000 companies have adopted our 1-1-1 philanthropic model through 
Pledge 1%, and that Salesforce has been recognized as one of the World’s Most 
Ethical Companies by the Ethisphere Institute for the 14th year. 


Last year, we also formalized our commitment to protecting the planet, making 
sustainability our fifth core value. Salesforce is proud to have net zero residual 
emissions across our entire value chain, and renewable energy equal to 100% of our 
global operations. Through Net Zero Cloud, we're helping businesses of all sizes and 
across every industry accelerate their own journey to net zero. We launched Net Zero 
Marketplace, powered by Commerce Cloud, as a climate action hub and a site where 
organizations can find and purchase high-quality carbon credits. 


Finally, we were thrilled to welcome Mason Morfit, CEO and Chief Investment 
Officer of ValueAct Capital; Arnold Donald, former President and CEO of Carnival 
Corporation; and Sachin Mehra, CFO of Mastercard, to our board in early fiscal 
year 2024 to help guide our next level of profitable growth. These talented 


and accomplished individuals add additional skills and diversity to our board. 

T also want to acknowledge our outgoing board members — Sandy Robertson, 
Alan Hassenfeld, and Bret Taylor. We are so grateful for the two decades of 
incredible service Sandy and Alan have given this company, and to Bret, who was 
a great partner during his six years at the company and who has returned to his 
entrepreneurial roots. 


As always, we are deeply grateful for your trust and support. Guided by our 
core values of trust, customer success, innovation, equality, and sustainability, 
we look forward to continuing our partnership with you and delivering on our 
commitments for profitable growth. 
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Doing Well and 
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Together 


By sticking to our values, we managed 
to make FY23 another great year. A big 
thank you to everyone who made these 
accolades possible. 
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GAAP to Non-GAAP 
Financial Reconciliation 


(in millions) 
Fiscal year ended 


Non-GAAP income from operations January 31, 2023 
GAAP income (loss) from operations 5 1,030 
Plus: 

Amortization of purchased intangibles 1,951 

Stock-based compensation expense* 3,259 

Restructuring 828 
Non-GAAP income from operations S$ 7,068 
Revenue S$ 31,352 
Non-GAAP operating margin 22.5 % 


Full Year FY24 


Non-GAAP operating margin Guidance 
GAAP operating margin? ~10.8% 
Plus: 
Amortization of purchased intangibles? 5.4 % 
Stock-based compensation expense? 8.3 % 
Restructuring?> 2.5 % 
Non-GAAP operating margin ~27.0% 


1 Used to calculate Non-GAAP operating margin by dividing non-GAAP income from operations by GAAP revenue 
2 GAAP operating margin is the proportion of GAAP income from operations as a percentage of GAAP revenue. Non-GAAP operating margin is the 
proportion of non-GAAP income from operations as a percentage of GAAP revenue. 


3 The percentages shown above have been calculated based on the midpoint of the low and high ends of the revenue guidance for full year FY24. 

4 Stock-based compensation expense included in the GAAP to non-GAAP reconciliation tables above for the twelve months ended January 31, 2023 
exclude stock-based compensation expense related to the Company's restructuring plan of $20 million, which is included in the Restructuring line. 

5 The percentages shown above have been calculated based on the midpoint of the low and high ends of the estimated charges in connection with 
our restructuring plan announced on January 4, 2023. 


UNITED STATES 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


FORM 10-K 


(Mark One) 
x} Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
For the fiscal year ended January 31, 2023 
OR 
Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 
For the transition period from to . 
Commission File Number: 001-32224 


Salesforce, Inc. 


(Exact name of Registrant as specified in its charter) 


Delaware 94-3320693 
(State or other jurisdiction of (IRS Employer 
incorporation or organization) Identification No.) 


Salesforce Tower 
415 Mission Street, 3rd Fl 
San Francisco, California 94105 
(Address of principal executive offices) 
Telephone Number: (415) 901-7000 
(Registrant’s telephone number, including area code) 
Securities registered pursuant to Section 12(b) of the Act: 


Title of each class Trading Symbol(s) Name of each exchange on which registered 
Common Stock, par value $0.001 per CRM New York Stock Exchange 
share 
Securities registered pursuant to section 12(g) of the Act: 
Not applicable 
Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes [X} No 
Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act. Yes No |X 


Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the preceding 12 
months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 
days: Yes [x} No 
Indicate by check mark whether the Registrant has submitted electronically, every Interactive Data File required to be submitted pursuant to Rule 405 of 
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required to submit such 
files). Yes [X| No 
Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company or an emerging 
growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the 
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Exchange Act. 

Large accelerated filer [x Accelerated filer 

Non-accelerated filer Smaller reporting company 
Emerging growth company 


If an emerging growth company, indicate by check mark if the Registrant has elected not to use the extended transition period for complying with any new or 
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. 


Indicate by check mark whether the Registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over 
financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit 
report |X 


If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing 
reflect the correction of an error to previously issued financial statements. 

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any 
of the registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). 


Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes No |X 

Based on the closing price of the Registrant’s Common Stock on the last business day of the Registrant’s most recently completed second fiscal quarter, which was 
July 31, 2022, the aggregate market value of its shares (based on a closing price of $184.02 per share) held by non-affiliates was approximately $164.4 billion. Shares of 
the Registrant’s Common Stock held by each executive officer and director and by each entity or person that owned 5 percent or more of the Registrant’s outstanding 
Common Stock were excluded in that such persons may be deemed to be affiliates. This determination of affiliate status is not necessarily a conclusive determination for 
other purposes. 

As of March 7, 2023, there were approximately 1.0 billion shares of the Registrant’s Common Stock outstanding. 

DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the Registrant’s definitive proxy statement for its 2023 Annual Meeting of Stockholders (the “Proxy Statement”), to be filed within 120 days of the 
Registrant’s fiscal year ended January 31, 2023, are incorporated by reference in Part III of this Report on Form 10-K. Except with respect to information specifically 
incorporated by reference in this Form 10-K, the Proxy Statement is not deemed to be filed as part of this Form 10-K. 
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FORWARD-LOOKING INFORMATION 


This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the 
Securities Act of 1933, as amended (“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as 
amended (“Exchange Act”). Words such as “expects,” “anticipates,” “aims,” “projects,” “intends,” “plans,” 
“believes,” “estimates,” “seeks,” “assumes,” “may,” “should,” “could,” “would,” “foresees,” “forecasts,” 
“predicts,” “targets,” “commitments,” variations of such words and similar expressions are intended to identify 
such forward-looking statements, which may consist of, among other things, trend analyses and statements 
regarding future events, future financial performance, anticipated growth, industry prospects, our business plans 
and growth strategy, our commitments, goals, aims or aspirations regarding environmental, social and 
governance matters, including climate change and diversity and inclusion, our strategies, expectations or plans 
regarding our investments, including strategic investments or future acquisitions, our beliefs or expectations 
regarding our competition, our intentions regarding use of future earnings or dividends, our expectations 
regarding attrition rates, our expectations regarding the Restructuring Plan, including with respect to timing or 
costs, our expectations regarding investing in human capital and technology or our beliefs or expectations 
regarding working capital, capital expenditures, debt maintenance or commitments. These forward-looking 
statements are based on current expectations, estimates and forecasts, as well as the beliefs and assumptions of 
our management, and are subject to risks and uncertainties that are difficult to predict, including: the impact of, 
and actions we may take in response to, the COVID-19 pandemic, related public health measures and resulting 
economic downturn and market volatility; our ability to maintain security levels and service performance meeting 
the expectations of our customers, and the resources and costs required to avoid unanticipated downtime and 
prevent, detect and remediate performance degradation and security breaches; the expenses associated with our 
data centers and third-party infrastructure providers; our ability to secure additional data center capacity; our 
reliance on third-party hardware, software and platform providers; the effect of evolving domestic and foreign 
government regulations, including those related to the provision of services on the Internet, those related to 
accessing the Internet, and those addressing data privacy, cross-border data transfers and import and export 
controls; current and potential litigation involving us or our industry, including litigation involving acquired 
entities such as Tableau Software, Inc. and Slack Technologies, Inc., and the resolution or settlement thereof; 
regulatory developments and regulatory investigations involving us or affecting our industry; our ability to 
successfully introduce new services and product features, including any efforts to expand our services; the success 
of our strategy of acquiring or making investments in complementary businesses, joint ventures, services, 
technologies and intellectual property rights; our ability to complete, on a timely basis or at all, announced 
transactions; our ability to realize the benefits from acquisitions, strategic partnerships, joint ventures and 
investments, and successfully integrate acquired businesses and technologies; our ability to compete in the 
markets in which we participate; the success of our business strategy and our plan to build our business, including 
our strategy to be a leading provider of enterprise cloud computing applications and platforms; our ability to 
execute our business plans; our ability to continue to grow unearned revenue and remaining performance 
obligation; the pace of change and innovation in enterprise cloud computing services; the seasonal nature of our 
sales cycles; our ability to limit customer attrition and costs related to those efforts; the success of our 
international expansion strategy; the demands on our personnel and infrastructure resulting from significant 
growth in our customer base and operations, including as a result of acquisitions; our ability to preserve our 
workplace culture, including as a result of our decisions regarding our current and future office environments or 
work-from-home policies; our dependency on the development and maintenance of the infrastructure of the 
Internet; our real estate and office facilities strategy and related costs and uncertainties; fluctuations in, and our 
ability to predict, our operating results and cash flows; the variability in our results arising from the accounting 
for term license revenue products; the performance and fluctuations in the fair value of our investments in 
complementary businesses through our strategic investment portfolio; the impact of future gains or losses from 
our strategic investment portfolio, including gains or losses from overall market conditions that may affect the 
publicly traded companies within our strategic investment portfolio; our ability to protect our intellectual property 
rights; our ability to maintain and enhance our brands; the impact of foreign currency exchange rate and interest 
rate fluctuations on our results; the valuation of our deferred tax assets and the release of related valuation 
allowances; the potential availability of additional tax assets in the future; the impact of new accounting 
pronouncements and tax laws; uncertainties affecting our ability to estimate our tax rate; uncertainties regarding 
our tax obligations in connection with potential jurisdictional transfers of intellectual property, including the tax 
rate, the timing of the transfer and the value of such transferred intellectual property; uncertainties regarding the 
effect of general economic, business and market conditions, including inflationary pressures, general economic 
downturn or recession, market volatility, increasing interest rates and changes in monetary policy; the impact of 
geopolitical events, including the recent conflict in Europe; uncertainties regarding the impact of expensing stock 
options and other equity awards; the sufficiency of our capital resources; our ability to execute our Share 
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Repurchase Program; our ability to comply with our debt covenants and lease obligations; the impact of climate 
change, natural disasters and actual or threatened public health emergencies; the expected benefits of and timing 
of completion of the Restructuring Plan and the expected costs and charges of the Restructuring Plan, including, 
among other things, the risk that the restructuring costs and charges may be greater than we anticipate, the risk 
that the Company’s restructuring efforts may adversely affect the Company’s internal programs and the 
Company’s ability to recruit and retain skilled and motivated personnel and may be distracting to employees and 
management, the risk that the Company’s restructuring efforts may negatively impact the Company’s business 
operations and reputation with or ability to serve customers, and the risk that the Company’s restructuring efforts 
may not generate their intended benefits to the extent or as quickly as anticipated; and our ability to achieve our 
aspirations, goals and projections related to our environmental, social and governance initiatives. These and 
other risks and uncertainties may cause our actual results to differ materially and adversely from those expressed 
in any forward-looking statements. Readers are directed to risks and uncertainties identified below under “Risk 
Factors” and elsewhere in this report for additional detail regarding factors that may cause actual results to be 
different than those expressed in our forward-looking statements. Except as required by law, we undertake no 
obligation to revise or update publicly any forward-looking statements for any reason. 


PART I. 


ITEM 1. BUSINESS 
Overview 


Salesforce is a global leader in customer relationship management (“CRM”) technology that brings 
companies and their customers together. Founded in 1999, we enable companies of every size and industry to 
take advantage of powerful technologies to connect to their customers in a whole new way and help them 
transform their businesses around the customer in this digital-first world. 


Our Customer 360 platform unites sales, service, marketing, commerce and IT teams by connecting 
customer data across systems, apps and devices to create a complete view of customers. With this single source 
of customer truth, teams can be more responsive, productive and efficient, deliver intelligent, personalized 
experiences across every channel and increase productivity. With Slack, we provide a digital headquarters where 
companies, employees, governments and stakeholders can collaborate to create success from anywhere. 


Our Customer 360 service offerings are designed to be flexible, scalable and easy to use. They can generally 
be configured easily, deployed rapidly and integrated with other platforms and enterprise applications. We sell to 
businesses worldwide, primarily on a subscription basis, through our direct sales efforts and also indirectly 
through partners. We also enable third parties to use our platform and developer tools to create additional 
functionality and new applications that run on our platform, which are sold separately from, or in conjunction 
with, our service offerings. 


Salesforce is committed to a core set of values: trust, customer success, innovation, equality and 
sustainability. Foremost among these is trust, which is the foundation for everything we do. Our customers trust 
our technology to deliver the highest levels of security, privacy, performance, compliance and availability at 
scale. Customer success is at the core of our business and we align the entire company around our customers’ 
needs to ensure their success and prove our value. We believe in continuous innovation, enabling our customers 
to access the latest technology advances so they can innovate and stay ahead in their industries. Equality is a core 
tenet of how we run our business. We value the equality of every individual at our company and in our 
communities. We believe that creating a diverse workplace that reflects the communities we serve and fostering 
an inclusive culture where everyone feels seen, heard and valued makes us a better company. Finally, we believe 
the world is in a climate crisis and that sustainability, including bold climate action, is the only way forward. We 
are committed to ambitious climate leadership solutions, and we’re bringing the full power of Salesforce to help 
organizations achieve net zero emissions. 


We believe that our values create value, and the business of business is to make the world a better place for 
all of our stakeholders, including stockholders, customers, employees, partners, the planet and the communities 
in which we work and live. Salesforce is committed to giving back to our communities, closing the inequality 
gap and helping businesses grow while protecting the environment for future generations. We believe we have a 
broad responsibility to society, and we aspire to create a framework for the ethical and humane use of technology 
that not only drives the success of our customers, but also upholds the basic human rights of every individual. 
We are committed to transparent environmental, social and governance disclosures and maintaining programs 
that support the success of these initiatives. 


Our Service Offerings 


We believe that every business, in every industry, has to optimize for a digital-first customer, employee and 
partner experience, leveraging customer data to become more responsive and connect with their customers 
through digital channels. Our industry-leading Customer 360 platform spans sales, service, marketing, 
commerce, collaboration, integration, artificial intelligence, analytics, automation and more. It empowers our 
customers to work together, from anywhere, to deliver seamless, connected, personalized experiences for their 
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customers. Our customers can select from our integrated Customer 360 solutions for any team, in any industry 
and for companies of any size, to get a single source of truth and complete view of their customers. 


Customer 360 service offerings are designed to work together and include: 


Sales. Our Sales offering empowers sales teams of companies to efficiently manage and automate their 
entire sales process from leads to opportunities to billing, allowing them to sell faster, smarter and in the 
way they want. Our customers use our Sales offering to store data, monitor leads and progress, forecast 
opportunities, gain insights through analytics and relationship intelligence and deliver quotes, contracts 
and invoices. Our Sales offerings enable teams to work from anywhere in the office, on the go or at home 
and support the changing expectations of customers in a digital-first world. 


Service. Our Service offering enables companies to deliver trusted and highly personalized customer 
service and support at scale. Organizations use our Service offering to connect their service agents with 
customers anytime and across multiple channels — from the phone and email to self-service portals and 
social media — allowing customers to engage with companies in the ways that best suit them. Our 
Service offering also helps our customers’ customers resolve routine issues by engaging with Al-powered 
chatbots that provide informed recommendations and suggested next steps. In addition, Service offers a 
field service solution that enables companies to connect agents, dispatchers and mobile employees 
through one centralized platform, on which they can schedule and dispatch work intelligently and track 
and manage jobs in real-time. 


Platform and Other. 


Platform. Our Platform offering is an easy, flexible platform that enables companies of all sizes, locations 
and industries to build business apps that bring them closer to their customers, with drag-and-drop tools 
that boost efficiency, increase productivity and save on IT costs. It is an agile and trusted way for 
enterprises to innovate and deliver digital transformation at scale. Platform offers industry-leading trust, 
security and availability, built-in compliance and automatic upgrades. Integrated platform services, such 
as automation, AI and real-time data processing, make it easier for customers to utilize those capabilities 
in their Salesforce applications. Platform also includes Trailhead, our free online learning platform that 
allows anyone to learn in-demand Salesforce skills, including administering our services and developing 
on Platform. With myTrailhead, customers can personalize Trailhead for their business to empower 
learning and enablement at their company. 


Slack. Our Slack offering is a system of engagement that digitally connects employees, customers, 
partners and systems with every application and every workflow. Slack enables organizations to build a 
digital headquarters and work more efficiently by supporting the way people naturally work together, in 
real-time or asynchronously, in-person or remote and structured or informal. We continue to innovate and 
integrate Slack across our Customer 360 platform. 


Marketing and Commerce. 


Marketing. Our Marketing offering enables companies to plan, personalize and optimize one-to-one 
customer marketing journeys, including interactions across email, mobile, social, web, Web3 and 
connected products. Marketing enables our customers to provide an integrated customer experience 
across their customers’ journey with real-time personalization, and optimize overall marketing impact 
with integrated analytics. With our Marketing offering, customer data can also be integrated with our 
Sales offering and our Service offering in the form of leads, contacts and customer service cases to give 
companies a single source of truth for their customers. 


Commerce. Our Commerce offering empowers brands to unify the shopping experience across many 
points of commerce, including mobile, web, social and store. Through personalized, connected shopping 
experiences and a robust partner ecosystem, our Commerce offering helps companies drive increased 
engagement, conversion, loyalty and revenue from their customers. Our Commerce offering also delivers 
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click-to-code tools that provide customers with the ability to choose how they build and deploy our 
solutions quickly around their customers as markets, industries and customers change. 


Data. 


Analytics. Our Analytics offering, including Tableau, provides customers with an advanced, end-to-end 
analytics solution serving a broad range of enterprise use cases. Analytics offers customers intelligent 
analytics capabilities to better see and understand their business data, enabling them to work more 
efficiently, use advanced AI models, spot trends, predict outcomes, get timely recommendations and take 
action from any device. 


Integration. Our Integration offering, powered by MuleSoft, makes it easy to connect data from any 
system to deliver truly connected experiences. MuleSoft helps our customers unlock, unify and secure 
their data, use discoverable, reusable APIs and integrations and increase their speed and agility to quickly 
create connected experiences. MuleSoft allows our customers to unlock data across their enterprise, 
which can create new revenue opportunities, increase operational efficiency and create differentiated 
customer experiences. 


Other Customer 360 Service Offerings 


In addition to our solution specific service offerings, we have specialized solutions that work across all 
offerings to support the capabilities our customers’ business needs. These additional service offerings include: 


Customer Data Cloud. At Dreamforce 2022, we announced the Genie Customer Data Cloud (“Genie”), a 
hyperscale real-time data platform that powers the entire Salesforce Customer 360 platform. With Genie, 
companies can power seamless, highly personalized experiences across sales, service, marketing and commerce 
that continuously adapt to changing customer information and needs in real time. Genie ingests and stores real- 
time data streams at scale and combines it with Salesforce transactional data and includes built-in connectors that 
bring in data from every channel, legacy data through MuleSoft, and historical data from proprietary data lakes. 
With Tableau for Genie, customers in every business can visualize, automate, explore and act on data in real time. 


Industry Verticals. Our industry vertical service offerings are suited to meet the needs of our customers in 
specific industries, such as financial services, healthcare and life sciences, manufacturing and more. They include 
out-of-the-box capabilities that provide the speed and flexibility to keep up with changing times and customer 
demands, accelerating time to value. 


Salesforce Easy. We offer Salesforce Easy, which is designed and priced for small and medium-sized 
businesses and offers a purpose-built Customer 360 solution. With ease of purchase through self serve and 
customized out-of-the-box features, Easy helps customers increase productivity, save time and cut costs. 


Business Benefits of Using Our Solutions 
The key advantages of our solutions include the following: 


e an industry-leading CRM integrated platform for business-to-business, business-to-consumer and 
business-to-employee for the all-digital, work-from-anywhere world; 


e scalable, efficient and flexible solutions for any size company or industry; 


¢ asingle source of truth that connects customer data across systems, apps and devices to help companies 
sell, service, market and conduct commerce from anywhere; 


e the ability to unlock companies’ customer data across their business, see and understand their data with 
advanced analytics, make predictions with pervasive AI, automate tasks and personalize every 
interaction; 


the ability to collaborate easily with customers, employees, partners and systems; 


modern low-code and no code tools powered by leading edge AI, which empowers developers and 
business users to create digital experiences and configure and automate business processes to fit the 
needs of any business, accelerating time to value; 


the ability to accelerate adoption and drive results with purpose-built, compliant tools and processes 
that deliver out-of-the-box functionality, security and interoperability; and 


an enterprise application marketplace and a community of over eighteen million Trailblazers: 
passionate developers, admins and experts who use Salesforce to innovate and extend the platform with 
thousands of partner apps. 


Our Business and Growth Strategy 


We continue to expand in the growing addressable markets across all of our service offerings, providing 
additional opportunities for growth in our business and results. We continue to focus on several key growth 
levers, including driving multiple service offering adoption, increasing our penetration with enterprise and 
international customers and our industry-specific reach with more vertical software solutions. We orient our 
business strategy and invest for future growth by focusing on the following key priorities: 


Expand relationships with existing customers. We sce significant opportunities to deepen existing 
customer relationships through cross-selling and upselling our service offerings. For example, we continue 
to focus on driving multiple service offering adoption, which provides our customers with a one-stop-shop 
for their front-office business technology needs. As our customers realize the benefits of our entire suite of 
service offerings, we aim to upgrade the customers’ experience with new products and features, and gain 
additional subscriptions by targeting new functional areas and business units. Finally, we aim to expand our 
relationships with existing customers through our additional support offerings. 


Increase geographic reach. By extending our go-to-market capabilities globally, we aim to grow our 
business by selling to new customers in new regions. We will continue to pursue businesses of all sizes in 
most major markets globally, primarily through our direct sales force. We also plan to continue to develop 
indirect distribution channels for our solutions around the globe and new go-to-market strategies. We 
continue to invest in our domestic and international operations and infrastructure to deliver the highest- 
quality service to our customers around the world. 


Focus on industries and new products. As part of our growth strategy, we are delivering innovative and 
value-driven solutions in new categories based on our existing and potential customers’ needs. For example, 
we provide out-of-the-box solutions specifically built for customers in certain industries, such as financial 
services, healthcare and life sciences, manufacturing and more. In addition, through direct discussions and 
strategic engagements with our customers, we are able to deliver the innovations and enhancements that 
align with the needs of our customers. As a result of customer feedback, in fiscal 2023 we developed Genie, 
which allows our customers to ingest, transform, harmonize, unify and visualize data across all of our 
industry solutions in real time. 


Leverage our partner ecosystem. The Customer 360 Platform enables customers, independent software 
vendors (“ISVs’’) and third-party developers to create, test and deliver cloud-based apps. These apps can be 
marketed and sold on the AppExchange, our enterprise cloud marketplace, or sold directly by software 
vendors. In addition, we rely on our consulting partners to deliver technology solutions and expertise to 
customers, from large-scale implementations to more limited solutions that help businesses run more 
efficiently. We continue to work with and invest in our partner ecosystem, including these ISVs and system 
integrators (“SIs”), to accelerate our reach into new markets and industries. 


Promote strong customer adoption and reduce customer attrition. We believe that we have the people, 
processes and proven innovation to help companies transform successfully. Our customer success programs, 
including success management resources, advisory services, technical architects and business strategists, 
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help enable and accelerate our customers’ digital transformations. In addition, we have free, curated 
resources such as Trailhead to help companies learn our systems and a community of Trailblazers who drive 
innovation. With these programs and resources, we aim to reduce attrition and secure renewals of existing 
customer subscriptions. 


Mergers and Acquisitions and Strategic Investments 


We evaluate opportunities to acquire or invest in complementary businesses, services, technologies and 
intellectual property to complement our organic innovation and advance the development of our Customer 360 
Platform. Our evaluation seeks to ensure that any potential acquisition accelerates our Customer 360 strategy, 
and represents an attractive customer opportunity, there is a way to effectively monetize the acquired products 
and drive significant operational efficiencies and there is a clear timeline for value accretion. Our acquisitions 
can range in size and complexity, from those that enhance or complement existing products and accelerate 
development of features to large-scale acquisitions that result in new service offerings. Our goal is to prioritize 
the use of our balance sheet, through cash and debt, to complete acquisitions without diluting shareholders. Our 
Board of Directors’ Mergers and Acquisitions Committee, which oversaw risks related to mergers, acquisitions 
and investments, including with respect to the integration of acquired technology and employees, was dissolved 
effective as of March 1, 2023. 


We also manage a portfolio of strategic investments in both privately held and publicly traded companies 
focused primarily on enterprise cloud companies, technology startups and system integrators. Our investments 
range from early to late stage companies, including investments made concurrent with a company’s initial public 
offering. We invest in companies that we believe are digitally transforming their industries, improving customer 
experiences, helping us expand our solution ecosystem or supporting other corporate initiatives. We plan to 
continue making these types of strategic investments as opportunities arise that we find attractive, including 
investments in companies representing targeted geographies, businesses and technological initiatives. Our 
strategy includes growing our strategic investment portfolio, in part, by reinvesting proceeds from the sales of 
strategic investments. 


Technology, Development and Operations 


We primarily deliver our Salesforce solutions as highly scalable cloud computing application and platform 
services on a multi-tenant technology architecture. Multi-tenancy is an architectural approach that allows us to 
operate a single application instance for multiple organizations, treating all customers as separate tenants who run 
in virtual isolation from each other. This approach allows us to spread the cost of delivering our services across 
our user base and scale our business faster than traditional software vendors while focusing our resources on 
building new functionality and enhancing existing offerings. 


We have historically provided and continue to provide our services to our customers from infrastructure 
designed and operated by us but secured within third-party data center facilities. In combination with these third- 
party data center facilities, we also provide our services via cloud computing platform partners who offer 
Infrastructure-as-a-Service, including servers, storage, databases and networking. We continue to invest and 
expand the deployment of Hyperforce, which allows our platform and applications to be delivered rapidly and 
reliably to locations worldwide, giving our customers autonomy and control over data residency. 


Our technology and product efforts are focused on improving and enhancing the features, functionality, 
performance, availability and security of our existing service offerings, as well as developing new features, 
functionality and services. We also remain focused on integrating businesses, services and technologies from 
acquisitions, including our most recent acquisitions of Slack, Tableau and MuleSoft. Performance, functional 
depth, security, usability, ease of integration and configuration and sustainability of our solutions influence our 
technology decisions and product direction. 


Competition 


The market for our service offerings is highly competitive, rapidly evolving and fragmented, and subject to 
changing technology with low barriers to entry, shifting customer needs and frequent introductions of new 
products and services. 


Our current competitors include: 
¢ internally developed enterprise applications (by our potential customers’ IT departments); 


e vendors of packaged business software, as well as companies offering enterprise apps delivered 
through on-premises offerings from enterprise software application vendors and cloud computing 
application service providers, either individually or with others; 


e software companies that provide their product or service free of charge as a single product or when 
bundled with other offerings, or only charge a premium for advanced features and functionality, as well 
as companies that offer solutions that are sold without a direct sales organization; 


e vendors who offer software tailored to specific services, as opposed to our full suite of service 
offerings including suppliers of traditional business intelligence and data preparation products, 
integration software vendors, marketing vendors or e-commerce solutions vendors; 


¢ productivity tool and email providers, unified communications providers and consumer application 
companies that have entered the business software market; and 


¢ traditional platform development environment companies and cloud computing development platform 
companies who may develop toolsets and products that allow customers to build new apps that run on 
the customers’ current infrastructure or as hosted services. 


We believe more companies may become competitive threats due to the accelerated shift to cloud and 
hosted service offerings and customer experience management solutions. We also expect our competition to 
change and evolve as we expand into more markets, with new offerings. 


Customers 


We sell to businesses of all sizes and in almost every industry worldwide. The number of paying 
subscriptions at each of our customers ranges from one to hundreds of thousands. None of our customers 
accounted for more than five percent of our revenues in fiscal years 2023, 2022 or 2021. In addition, we do not 
have any material dependencies on any specific product, service or particular group or groups. 


Customer Service and Support 


We offer professional services to help customers achieve business results faster with Salesforce solutions. 
Our architects and innovation program teams act as advisors to plan and execute digital transformations for our 
customers. This includes implementation services for multi-cloud and complex deployments. We provide best- 
practices and AI-based recommendations and adoption programs globally. In addition, we provide advanced 
education, including in-person and online courses, to certify our customers and partners on architecting, 
administering, deploying and developing our service offerings. 


Our global customer support group responds to both business and technical inquiries about the use of our 
products via the web, telephone, email, social networks and other channels. We provide standard customer 
support during regular business hours at no charge to customers who purchase any of our paying subscription 
editions. We also offer premier customer support that is either included in a premium success offering or sold for 
an additional fee, which can include services such as priority access to technical resources, developer support and 
system administration. In addition, we offer a premier priority support add-on that includes proactive monitoring, 
rapid incidence response and instruction from a dedicated support team knowledgeable about the customer’s 
specific enterprise architecture. 
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Sales and Marketing 


We sell our services primarily through our direct sales force, which comprises telephone sales personnel 
based in regional hubs, field sales personnel based in territories close to their customers and self-service 
offerings. 


To a lesser extent, we also utilize a network of partners who refer sales leads to us and assist in selling to 
these prospects. This network includes global consulting firms, systems integrators and other partners. In return, 
we typically pay these partners a fee based on the first-year subscription revenue generated by the customers 
whom they refer. We continue to invest in developing additional distribution channels for our subscription 
services. 


We use a variety of marketing programs across traditional and social channels to target our prospective and 
current customers, partners and developers. We focus our marketing activities in the cities and countries with the 
largest market opportunities. Our primary marketing activities include: 


e multichannel marketing campaigns that span email, social media, the web, television and more, which 
align to a broader customer journey; 


¢ in-person and virtual customer events of all sizes to create customer and prospect awareness, including 
proprietary events such as Dreamforce and our virtual Dreamforce to You, World Tours and other 
virtual events, as well as participation in trade shows and industry events; 


e live events and original programming on our Salesforce+ streaming service, which includes discussions 
about the future of technology in the digital-first, work anywhere world and educational content to 
learn new skills and pursue new career opportunities; 


¢ press and industry analyst relations to garner third-party validation and generate positive coverage for 
our company, brand, service offerings and value proposition; 


¢ partner co-marketing activities with global and regional implementation partners; 


¢ customer testimonials and our community of Trailblazers: individuals who drive innovation, grow their 
careers and transform their businesses using the Customer 360 platform; 


¢ in-person and virtual technology event sponsorships; and 


¢ event partnerships with high-profile global brands and organizations. 


Intellectual Property 


We rely on a combination of trademarks, copyrights, trade secrets and patents and contractual provisions, to 
protect our proprietary technology and our brands. We also enter into confidentiality and proprietary rights 
agreements with our employees, consultants and other third parties and control access to software, services, 
documentation and other proprietary information. We believe the duration of our patents is adequate relative to 
the expected lives of our service offerings. We also purchase or license technology that we incorporate into our 
products or services. At times, we make select intellectual property broadly available at no or low cost to achieve 
a strategic objective, such as promoting industry standards, advancing interoperability, supporting open source 
software or attracting and enabling our external development community. While it may be necessary in the future 
to seek or renew licenses relating to various aspects of our products and business methods, we believe, based 
upon past experience and industry practice, such licenses generally could be obtained on commercially 
reasonable terms. 


Human Capital Management 


Salesforce is committed to a core set of values: trust, customer success, innovation, equality and 
sustainability. These core values are the foundation of our company culture, which we believe is fundamental to, 
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and a competitive advantage in, our approach to managing our workforce. We believe our company culture 
fosters open dialogue, collaboration, recognition and a sense of family, all of which allow us to attract and retain 
the best talent, which is critical for our continued success. For example, our sales, engineering and customer 
success teams are critical to our ability to grow, innovate and ensure the trust and customer success of our 
customers. 


We believe our efforts in managing our workforce have been effective. Our focus on our workplace 
environment and a strong company culture has led to recognition across the globe, as evidenced by the following 
awards: Fortune World’s Most Admired Companies (2022 and for the eighth year in a row), Fortune 100 Best 
Companies to Work For (2022 and for the 13th year in a row), Human Rights Campaign Best Places to Work for 
LGBTQ Equality (2022) and Glassdoor Employees’ Choice Best Place to Work in Canada, France, Germany, the 
United Kingdom and the United States (2022). 


As of January 31, 2023, we had 79,390 employees, of which approximately 52 percent were located in the 
United States and 48 percent were located internationally and approximately 36 percent identified as women, 
63 percent identified as men and less than 0.2 percent identified as non-binary. This number includes those 
individuals impacted by our restructuring plan announced on January 4, 2023, which includes a reduction of our 
current workforce by approximately 10 percent. None of our employees in the United States are represented by a 
labor union. However, employees of certain foreign subsidiaries are represented by works councils. 


We have continued to invest in equality, diversity and inclusion initiatives, development programs, 
employee engagement and ongoing communications and feedback. Some of our key human capital management 
initiatives are summarized below: 


Equality, Diversity and Inclusion 


Equality is a core value at Salesforce. We aim to create a workplace that reflects the diverse communities 
we serve and empowers our employees. Our key equality initiatives include: Racial Equality and Justice Task 
Force, a diversity recruiting team dedicated to sourcing talent from Underrepresented Minority (URM) 
communities, a newly instituted URM referral process, Black Women Experience program, Warmline employee 
advocacy resource and Equality Mentorship and Sponsorship programs, investing in our future leaders, inclusive 
hiring and leadership trainings, equal pay for equal work, employee-led resource groups and a focus on 
accessibility in our products and workspaces. For example: 


e We aspired to have 50 percent of our U.S. workforce made up of underrepresented groups for the U.S. 
technology industry (“underrepresented groups”), which we define as employees who identify as 
Women, Black, Latinx, Indigenous, Multiracial, Lesbian, Gay, Bi-Sexual, Trans, Queer, People with 
Disabilities and Veterans, by fiscal 2024. As of January 31, 2023, we achieved that goal as 
approximately 52 percent of our U.S. workforce was made up of these underrepresented groups. 


¢ We published our latest representation goal to reach 40 percent women identifying and non-binary 
employees globally by the end of 2026. As of January 31, 2023, approximately 37 percent of our global 
workforce was made up of women and non-binary employees. 


e To align and accelerate our equality, diversity and inclusion initiatives, beginning in fiscal 2023 all 
executive vice presidents, presidents and executive officers had a component of their incentive 
compensation plans tied to employee diversity measures. 


Talent and Career Development 


We offer our employees various talent development programs to create a culture of continuous learning. 
Learning and development opportunities include Trailhead, our learning platform available for all employees, 
in-person and virtual classes, guides and workbooks and more. For example, the Great Leader Pathways program 
is designed to support leadership development at scale to meet current and future needs of the business. In fiscal 
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2023, approximately 24,000 employees enrolled in Great Leader Pathways. We also encourage our employees to 
seek personal and professional development opportunities with external organizations and offer yearly education 
reimbursement to employees who wish to continue job-related education from accredited institutions or 
organizations. 


Total Rewards 


We believe offering competitive compensation packages and robust benefits is an important factor in our 
ability to attract, retain and motivate our employees and to help enhance their everyday wellbeing. We use a 
combination of fixed and variable cash compensation for all employees and award equity compensation to 
certain employees in the form of stock options, restricted stock units and performance-based restricted stock 
units. Eligible employees are also able to participate in our Employee Stock Purchase Plan, which allows 
employees to purchase our stock at a 15 percent discount up to U.S. Internal Revenue Code limits. We also 
match up to $5,000 of donations, per employee, to eligible nonprofit organizations. We offer employees benefits 
that vary by country and are designed to meet or exceed local laws and to be competitive in the marketplace. 


Our V2MOM and Code of Conduct 


Alignment and consistent and clear communication are a key part of our employee engagement, especially 
as we continue to grow. Each year, we complete a corporate V2MOM, which is an internal management tool 
used to align the Company on our vision, values, methods, obstacles and measures for the upcoming year. All 
employees are then expected to complete their own V2MOM that aligns with the corporate V2MOM. In addition, 
our Code of Conduct ensures that our core values remain the foundation of the Company and directly impact our 
ability to deliver success. We expect all of our employees to commit to acting with integrity and treating others 
with compassion and respect. 


Employee Engagement & Satisfaction 


Our leadership strives for active and frequent engagement with our employees through frequent company all 
hands meetings and The Daily, our daily communication allowing employees to be connected with the business 
in real time. Our Employee Opinion Survey is a vehicle for employees to provide confidential feedback on their 
experience as Salesforce employees. The results are used to assess employee engagement, our company culture 
and our workplace environment. Based on the results of the most recent survey, 93 percent of responding 
employees indicated they were willing to give extra effort to get the job done and 90 percent of responding 
employees indicated that they feel a sense of pride working at Salesforce. 


Available Information 


Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and 
other filings with the Securities and Exchange Commission (“SEC”), and all amendments to these filings, can be 
obtained free of charge from our website at http://investor.salesforce.com/financials/ or by contacting our 
Investor Relations department at our office address listed above following our filing of any of these reports with 
the SEC. The SEC maintains an Internet site that contains reports, proxy and information statements and other 
information regarding issuers that file electronically with the SEC at www.sec.gov. The contents of these and 
other websites referenced throughout the filing are not incorporated and do not constitute a part of this filing. 
Further, our references to the URLs for these websites are intended to be inactive textual references only. 


Our principal executive offices are located in San Francisco, California. Our principal address is Salesforce 


Tower, 415 Mission St, 3rd Floor, San Francisco, California 94105, and our primary website address is 
www.salesforce.com. 
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ITEM 1A. RISK FACTORS 


The risks and uncertainties described below are not the only ones facing us. Other events that we do not 
currently anticipate or that we currently deem immaterial also may affect our business, financial condition, 
results of operations, cash flows, other key metrics and the trading price of our common stock. 


Risk Factor Summary 


Operational and Execution Risks 


Any breaches in our security measures or those of our third-party data center hosting facilities, cloud 
computing platform providers or third-party service partners, or the underlying infrastructure of the 
Internet that cause unauthorized access to a customer’s data, our data or our IT systems, or the 
blockage or disablement of authorized access to our services. 


Any defects or disruptions in our services that diminish demand for our services. 


Any interruptions or delays in services from third parties, including data center hosting facilities, cloud 
computing platform providers and other hardware and software vendors, or from our inability to 
adequately plan for and manage service interruptions or infrastructure capacity requirements. 


An inability to realize the expected business or financial benefits of company and technology 
acquisitions and investments. 


Strain on our personnel resources and infrastructure from supporting our existing and growing 
customer base or an inability to scale our operations and increase productivity. 


Customer attrition, or our inability to accurately predict subscription renewals and upgrade rates. 
Disruptions caused by periodic changes to our sales organization. 


Dependency of our services on the development and maintenance of the infrastructure of the Internet 
by third parties. 


Exposure to risks inherent in international operations from sales to customers outside the United States. 


A more time-consuming and expensive sales cycle, pricing pressure and implementation and 
configuration challenges as we target more of our sales efforts at larger enterprise customers. 


Any loss of key members of our management team or development and operations personnel, or 
inability to attract and retain employees necessary to support our operations and growth. 


Any failure in our delivery of high-quality professional and technical support services. 


Strategic and Industry Risks 


An inability to compete effectively in the intensely competitive markets in which we participate. 


Any failure to expand our services and to develop and integrate our existing services in order to keep 
pace with technological developments. 


An inability to maintain and enhance our brands. 


Partial or complete loss of invested capital, or significant changes in the fair value, of our strategic 
investment portfolio. 


Any discontinuance by third-party developers and providers in embracing our technology delivery 
model and enterprise cloud computing services, or customers asking us for warranties for third-party 
applications, integrations, data and content. 


Social and ethical issues, including the use or capabilities of AI in our offerings. 


Risks related to our aspirations and disclosures related to environmental, social and governance 
(“ESG’’) matters. 
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Legal and Regulatory Risks 


e Privacy concerns and laws as well as evolving regulation of cloud computing, increased restriction of 
cross-border data transfers and other regulatory developments. 


e Evolving or unfavorable industry-specific regulations, requirements, interpretive positions or standards. 


e Lawsuits against us by third parties for various claims, including alleged infringement of proprietary 
rights. 


e Any failure to obtain registration or protection of our intellectual property rights. 
e Risks related to government contracts and related procurement regulations. 


¢ Governmental sanctions and export and import controls that could impair our ability to compete in 
international markets and may subject us to liability. 


Financial Risks 


¢ Downturns or upturns in new business may not be immediately reflected in our operating results 
because we generally recognize revenue from subscriptions for our services over the term of the 
subscription. 


e Significant fluctuations in our rate of anticipated growth and any failure to balance our expenses with 
our revenue forecasts. 


e Unanticipated changes in our effective tax rate and additional tax liabilities and global tax 
developments. 


e Fluctuations in currency exchange rates, particularly the U.S. Dollar versus local currencies. 
¢ Our debt service obligations, lease commitments and other contractual obligations. 


e Accounting pronouncements and changes in other financial and non-financial reporting standards. 


Risks Related to Owning Our Common Stock 
e Fluctuations in our quarterly results. 
e Volatility in the market price of our common stock and associated litigation. 


e Provisions in our certificate of incorporation and bylaws and Delaware law that might discourage, 
delay or prevent a change of control of the Company or changes in our management. 


General Risks 


e The effects of the COVID-19 pandemic and related public health measures on how we and our 
customers are operating our businesses. 


e Volatile and significantly weakened global economic conditions. 
e The occurrence of natural disasters and other events beyond our control. 


e The long-term impact of climate change on our business. 


Operational and Execution Risks 


If our security measures or those of our third-party data center hosting facilities, cloud computing platform 
providers or third-party service partners, or the underlying infrastructure of the Internet are breached, and 
unauthorized access is obtained to a customer’s data, our data or our IT systems, or authorized access is blocked 
or disabled, our services may be perceived as not being secure, customers may curtail or stop using our services, 
and we may incur significant reputational harm, legal exposure and liabilities, or a negative financial impact. 
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Our services involve the storage and transmission of our customers’ and our customers’ customers’ 
proprietary and other sensitive data, including financial, health and other personal information. We can provide 
no assurances that our security measures designed to protect our customers’ and our customers’ customers’ data 
will be effective. Our services and underlying infrastructure may in the future be materially breached or 
compromised as a result of the following: 


e third-party attempts to fraudulently induce our employees, partners or customers to disclose sensitive 
information such as user names, passwords or other information to gain access to our customers’ data 
or IT systems, or our data or our IT systems; 


¢ efforts by individuals or groups of hackers and sophisticated organizations, such as state-sponsored 
organizations or nation-states, to launch coordinated attacks, including ransomware, destructive 
malware and distributed denial-of-service attacks; 


e third-party attempts to abuse our marketing, advertising, messaging or social products and 
functionalities to impersonate persons or organizations and disseminate information that is false, 
misleading or malicious; 


¢ cyberattacks on our internally built infrastructure on which many of our service offerings operate, or on 
third-party cloud-computing platform providers; 


e vulnerabilities resulting from enhancements and updates to our existing service offerings; 


e vulnerabilities in the products or components across the broad ecosystem that our services operate in 
conjunction with and are dependent on; 


e vulnerabilities existing within new technologies and infrastructures, including those from acquired 
companies; 


e attacks on, or vulnerabilities in, the many different underlying networks and services that power the 
Internet that our products depend on, most of which are not under our control or the control of our 
vendors, partners or customers; and 


¢ employee or contractor errors or intentional acts that compromise our security systems. 


These risks are mitigated, to the extent possible, by our ability to maintain and improve business and data 
governance policies, enhanced processes and internal security controls, including our ability to escalate and 
respond to known and potential risks. Our Board of Directors, Cybersecurity and Privacy Committee and 
executive management are regularly briefed on our cybersecurity policies and practices and ongoing efforts to 
improve security, as well as updates on cybersecurity events. We can provide no assurances that our 
implemented systems and processes designed to protect our customers’ and our customers’ customers’ 
proprietary and other sensitive data will provide absolute security or otherwise be effective or that a material 
breach will not occur. For example, our ability to mitigate these risks may be impacted by the following: 


e frequent changes to, and growth in complexity of, the techniques used to breach, obtain unauthorized 
access to, or sabotage IT systems and infrastructure, which are generally not recognized until launched 
against a target, and could result in our being unable to anticipate or implement adequate measures to 
prevent such techniques; 


e the continued evolution of our internal IT systems as we early adopt new technologies and new ways of 
sharing data and communicating internally and with partners and customers, which increases the 
complexity of our IT systems; 


e the acquisition of new companies, requiring us to incorporate and secure different or more complex IT 
environments; 


¢ authorization by our customers to third-party technology providers to access their customer data, which 
may lead to our customers’ inability to protect their data that is stored on our servers; and 
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¢ our limited control over our customers or third-party technology providers, or the processing of data by 
third-party technology providers, which may not allow us to maintain the integrity or security of such 
transmissions or processing. 


In the normal course of business, we are and have been the target of malicious cyberattack attempts and 
have experienced other security incidents. Although, to date, such identified security events have not been 
material or significant to us, including to our reputation or business operations, or had a material financial 
impact, there can be no assurance that future cyberattacks will not be material or significant. Additionally, as our 
market presence grows, we may face increased risks of cyberattack attempts or security threats. 


A security breach or incident could result in unauthorized parties obtaining access to, or the denial of 
authorized access to, our IT systems or data, or our customers’ systems or data, including intellectual property 
and proprietary, sensitive or other confidential information. A security breach could also result in a loss of 
confidence in the security of our services, damage our reputation, negatively impact our future sales, disrupt our 
business and lead to increases in insurance premiums and legal, regulatory and financial exposure and liability. 
Finally, the detection, prevention and remediation of known or potential security vulnerabilities, including those 
arising from third-party hardware or software, may result in additional financial burdens due to additional direct 
and indirect costs, such as additional infrastructure capacity spending to mitigate any system degradation and the 
reallocation of resources from development activities. 


For example, in April 2022, we learned a threat actor had obtained unauthorized access to several databases 
on Heroku, a Salesforce platform-as-a-service. The threat actor downloaded stored customer security credentials 
and passwords for logging into GitHub, a third-party code hosting service used by both Heroku and Heroku 
customers. The threat actor also was able to download passwords for a subset of customer user accounts and 
access the encryption key. While we do not believe this incident materially affected our business or financial 
results, there is no assurance that such circumstances or other similar incidents in the future could not result in a 
material adverse effect on our business. 


Defects or disruptions in our services could diminish demand for our services and subject us to 
substantial liability. 


Because our services are complex and incorporate a variety of hardware, proprietary software, third-party 
and open-source software, our services may have errors or defects that could result in unanticipated downtime for 
our subscribers and harm to our reputation and our business. Our customers may also use our services in 
unanticipated ways that may cause a disruption in services for other customers attempting to access their data. 
Cloud services frequently contain undetected errors when first introduced or when new versions or enhancements 
are released. We may also encounter difficulties integrating acquired technologies into our services and in 
augmenting the technologies to meet the quality standards that are consistent with our brand and reputation. As a 
result, our services may have errors or defects resulting from the complexities of integrating acquisitions. 


We have from time to time found defects in, and experienced disruptions to, our services and new defects or 
disruptions may occur in the future. Such defects could be the result of employee, contractor or other third-party 
acts or inaction, and could negatively affect our brand and reputation. We have experienced and may in the future 
experience defects in our products that created vulnerabilities that inadvertently permitted access to protected 
customer data. For example, in December 2021, a vulnerability in a widely-used open-source software 
application, known as Apache Log4j, was identified that could have allowed bad actors to remotely access a 
target, potentially stealing data or taking control of a target’s system. While this issue did not materially affect 
our business, reputation or financial results, there is no assurance that such circumstances or other incidents could 
not occur in the future that have a material adverse effect on our business or subject us to substantial liability. 
Vulnerabilities in open source or any proprietary or third-party product can persist even after security patches 
have been issued if customers have not installed the most recent updates, or if the attackers exploited the 
vulnerabilities before patching was complete. In some cases, vulnerabilities may not be immediately detected, 
which may make it difficult to recover critical services and lead to damaged assets. 
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Since our customers use our services for important aspects of their business, any errors, defects, disruptions 
in service or other performance problems could hurt our reputation and may damage our customers’ businesses. 
As a result, customers could elect to not renew our services or delay or withhold payment to us. We could also 
lose future sales or customers may make warranty or other claims against us, which could result in an increase in 
our allowance for doubtful accounts, an increase in collection cycles for accounts receivable or the expense and 
risk of litigation. 


Any interruptions or delays in services from third parties, including data center hosting facilities, cloud 
computing platform providers and other hardware and software vendors, or from our inability to adequately 
plan for and manage service interruptions or infrastructure capacity requirements, could impair the delivery 
of our services and harm our business. 


We currently serve our customers from third-party data center hosting facilities and cloud computing 
platform providers located in the United States and other countries. We also rely on computer hardware 
purchased or leased from, software licensed from, and cloud computing platforms provided by, third parties in 
order to offer our services, including database software, hardware and data from a variety of vendors. Any 
disruption or damage to, or failure of our systems generally, including the systems of our third-party platform 
providers, could result in interruptions in our services and harm our business. We have from time to time 
experienced interruptions in our services and such interruptions may occur in the future. The COVID-19 
pandemic disrupted and continues to disrupt the supply chain of hardware needed to maintain these third-party 
systems or to run our business, which affects our and our suppliers’ operations. In addition, supply chain 
disruptions due to geopolitical developments in Europe and indirect effects have further complicated existing 
supply chain constraints. As we increase our reliance on these third-party systems, particularly with respect to 
third-party cloud computing platforms, our exposure to damage from service interruptions may increase. 
Interruptions in our services may cause us to issue credits or pay penalties, cause customers to make warranty or 
other claims against us or to terminate their subscriptions, and adversely affect our attrition rates and our ability 
to attract new customers, all of which would reduce our revenue. Our business and reputation would also be 
harmed if our customers and potential customers believe our services are unreliable. 


For many of our offerings, our production environment and customers’ data are replicated in near real time 
in a separate facility located elsewhere. Certain offerings, including some offerings of companies added through 
acquisitions, may be served through alternate facilities or arrangements. We do not control the operation of any 
of these facilities, and they may be vulnerable to damage or interruption from earthquakes, floods, fires, power 
loss, telecommunications failures and similar events. They may also be subject to break-ins, sabotage, intentional 
acts of destruction or vandalism or similar misconduct, as well as local administrative actions (including 
shelter-in-place or similar orders), changes to legal or permitting requirements and litigation to stop, limit or 
delay operation. In addition, supply chain disruptions due to geopolitical developments in Europe may also lead 
to power disruptions in regions where our facilities are located. Despite precautions taken at these facilities, such 
as disaster recovery and business continuity arrangements, the occurrence of any of the foregoing events or risks, 
or a natural disaster or public health emergency, an act of terrorism, a decision to close the facilities without 
adequate notice or other unanticipated problems or operational failures at these facilities could result in lengthy 
interruptions in our services, and no assurance can be provided that any such interruptions would be remediated 
without significant cost or in a timely manner or at all. 


The hardware, software, data and cloud computing platforms that we rely on may not continue to be 
available at reasonable prices, on commercially reasonable terms or at all. Any loss of the right to use any of 
these hardware, software, data or cloud computing platforms could significantly increase our expenses and 
disrupt or otherwise result in delays in the provisioning of our services until equivalent technology is either 
developed by us, or, if available, is identified, obtained through purchase or license and integrated into our 
services, and no assurance can be provided that such equivalent technology would be developed or obtained in a 
timely manner or at all. 


18 


If we do not accurately plan for our infrastructure capacity requirements and we experience significant 
strains on our data center capacity, our customers could experience performance degradation or service outages 
that may subject us to financial liabilities, result in customer losses and harm our reputation and business. As we 
add data centers and capacity and continue to move to cloud computing platform providers, we move or transfer 
our data and our customers’ data from time to time. Despite precautions taken during this process, any 
unsuccessful data transfers may impair the delivery of our services, which may damage our business. 


As we acquire and invest in companies or technologies, we may not realize the expected business or 
financial benefits and the acquisitions could prove difficult to integrate, disrupt our business, dilute 
stockholder value and adversely affect our operating results and the market value of our common stock. 


As part of our business strategy, we periodically make investments in, or acquisitions of, complementary 
businesses, joint ventures, services and technologies and intellectual property rights. We continue to evaluate 
such opportunities and expect to continue to make such investments and acquisitions in the future. 


Acquisitions and other transactions, arrangements and investments involve numerous risks and could create 
unforeseen operating difficulties and expenditures, including: 
* potential failure to achieve the expected benefits on a timely basis or at all; 


¢ potential identified or unknown security vulnerabilities in acquired products that expose us to 
additional security risks or delay our ability to integrate the product into our service offerings; 


e difficulties in increasing or maintaining the security standards for acquired technology consistent with 
our other services, and related costs; 


¢ difficulty of transitioning the acquired technology onto our existing platforms and customer acceptance 
of multiple platforms on a temporary or permanent basis; 


* augmenting the acquired technologies and platforms to the levels that are consistent with our brand and 
reputation; 


¢ brand or reputational harm associated with our strategic investments or acquired companies; 


e challenges converting the acquired company’s revenue recognition policies and forecasting the related 
revenues, including subscription-based revenues and software license revenue, as well as appropriate 
allocation of the customer consideration to the individual deliverables; 


e division of financial and managerial resources from existing operations; 


e challenges entering into new markets in which we have little or no experience or where competitors 
may have stronger market positions; 


¢ currency and regulatory risks associated with foreign countries and potential additional cybersecurity 
and compliance risks resulting from entry into new markets; 


e difficulties and strain on resources in integrating acquired operations, technologies, services, platforms 
and personnel; 


¢ regulatory challenges from antitrust or other regulatory authorities that may block, delay or impose 
conditions (such as divestitures, ownership or operational restrictions or other structural or behavioral 
remedies) on the completion of transactions or the integration of acquired operations; 


e failure to fully assimilate, integrate or retrain acquired employees, which may lead to retention risk 
with respect to both key acquired employees and our existing key employees or disruption to existing 
teams; 


e differences between our values and those of our acquired companies, as well as disruptions to our 
workplace culture; 


19 


e inability to generate sufficient revenue to offset acquisition or investment costs; 


e challenges with the acquired company’s customers and partners, including the inability to maintain 
such relationships and changes to perception of the acquired business as a result of the acquisition; 


e challenges with the acquired company’s third-party service providers, including those that are required 
for ongoing access to third-party data; 


e potential for acquired products to impact the profitability of existing products; 
* unanticipated expenses related to acquired technology and its integration into our existing technology; 


e known and potential unknown liabilities associated with the acquired businesses, including due to 
litigation; 

e difficulties in managing, or potential write-offs of, acquired assets or investments, and potential 
financial and credit risks associated with acquired customers; 


* negative impact to our results of operations because of the depreciation and amortization of acquired 
intangible assets , fixed assets and operating lease right-of-use assets; 


e the loss of acquired unearned revenue and unbilled unearned revenue; 


e challenges relating to the structure of an investment, such as governance, accountability and decision- 
making conflicts that may arise in the context of a joint venture or other majority ownership 
investments; 


e difficulties in and financial costs of addressing acquired compensation structures inconsistent with our 
compensation structure; 


e additional stock-based compensation issued or assumed in connection with the acquisition, including 
the impact on stockholder dilution and our results of operations; 


e delays in customer purchases due to uncertainty related to any acquisition; 
e ineffective or inadequate controls, procedures and policies at the acquired company; 


e in the case of foreign acquisitions, challenges caused by integrating operations over distance, and 
across different languages, cultures and political environments; and 


e the tax effects of any such acquisitions including related integration and business operation changes, 
and assessment of the impact on the realizability of our future tax assets or liabilities. 


Any of these risks could harm our business or negatively impact our results of operations. In addition, to 
facilitate acquisitions or investments, we may seek additional equity or debt financing, which may not be 
available on terms favorable to us or at all, which may affect our ability to complete subsequent acquisitions or 
investments, and which may affect the risks of owning our common stock. For example, if we finance 
acquisitions by issuing equity or convertible or other debt securities or loans, our existing stockholders may be 
diluted, or we could face constraints related to the terms of, and repayment obligation related to, the incurrence 
of indebtedness that could affect the market price of our common stock. 


Our ability to acquire other businesses or technologies, make strategic investments or integrate acquired 
businesses effectively may be impaired by trade tensions and increased global scrutiny of foreign investments 
and acquisitions and investments in the technology sector. For example, several countries, including the United 
States and countries in Europe and the Asia-Pacific region, are considering or have adopted restrictions of 
varying kinds on transactions involving foreign investments and acquisitions. Antitrust authorities in a number of 
countries have also reviewed acquisitions and investments in the technology industry with increased scrutiny. 
Governments may continue to adopt or tighten restrictions of this nature, some of which may apply to 
acquisitions, investments or integrations of businesses by us, and such restrictions or government actions could 
negatively impact our business and financial results. 
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Supporting our existing and growing customer base could strain our personnel resources and 
infrastructure, and if we are unable to scale our operations and increase productivity, we may not be able to 
successfully implement our business plan. 


We continue to experience significant growth in our customer base and personnel, including through 
acquisitions, which has placed a strain on and in the future may stress the capabilities of our management, 
administrative, operational and financial infrastructure. We anticipate that significant additional investments, 
including in human capital software, will be required to scale our operations and increase productivity, to address 
the needs of our customers, to further develop and enhance our services, to expand into new geographic areas, 
and to scale with our overall growth. The additional investments we are making will increase our cost base, 
which will make it more difficult for us to offset any future revenue shortfalls by reducing expenses in the short 
term. We may not be able to make these investments as quickly or effectively as necessary to successfully scale 
our operations. 


We regularly upgrade or replace our various software systems and processes. If the implementations of 
these new applications are delayed, or if we encounter unforeseen problems with our new systems and processes 
or in migrating away from our existing systems and processes, our operations and our ability to manage our 
business could be negatively impacted. For example, our efforts to further automate our processes for customer 
contracts may be complicated by unanticipated operating difficulties. 


Our success will depend in part upon the ability of our senior management to manage our projected growth 
effectively. To do so, we must continue to increase the productivity of our existing employees and to hire, train 
and manage new employees as needed. Additionally, changes in our work environment and workforce in the 
wake of the COVID-19 pandemic could adversely affect our operations. In particular, although most of our 
offices have reopened, we have offered a significant percentage of our employees the flexibility in the amount of 
time they work in an office. Our new office model and any adjustments made to our current and future office 
environments or work-from-home policies, including changes from the restructuring plan announced in January 
2023, may not meet the needs and expectations of our workforce, which could negatively impact our ability to 
increase productivity of our existing workforce and to attract and retain our employees. To manage the expected 
domestic and international growth of our operations and personnel, we will need to continue to improve our 
operational, financial and management controls, our reporting systems and procedures, and our utilization of real 
estate. If we fail to successfully scale our operations and increase productivity, we may be unable to execute our 
business plan and the value of our common stock could decline. 


If our customers do not renew their subscriptions for our services or if they reduce the number of paying 
subscriptions at the time of renewal, our revenue and current remaining performance obligation could decline 
and our business may suffer. If we cannot accurately predict subscription renewals or upgrade rates, we may 
not meet our revenue targets, which may adversely affect the market price of our common stock. 


Our customers have no obligation to renew their subscriptions for our services after the expiration of their 
contractual subscription period, which is typically 12 to 36 months, and in the normal course of business, some 
customers have elected not to renew. In addition, our customers may renew for fewer subscriptions, renew for 
shorter contract lengths, or switch to lower cost offerings of our services. It is difficult to predict attrition rates 
given our varied customer base and the number of multi-year subscription contracts. Historically, our 
subscription and support revenues primarily consisted of subscription fees; however, with the acquisitions of 
MuleSoft and Tableau, subscription and support revenues also now include term software license sales. We have 
less experience forecasting the renewal rates of such term software license sales. Our attrition rates may increase 
or fluctuate as a result of various factors, including customer dissatisfaction with our services, customers’ 
spending levels, mix of customer base, decreases in the number of users at our customers, competition, pricing 
increases or changes and deteriorating general economic conditions. 


Our future success also depends in part on our ability to sell additional features and services, more 
subscriptions or enhanced editions of our services to our current customers. This may also require increasingly 
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sophisticated and costly sales efforts that are targeted at senior management. Similarly, the rate at which our 
customers purchase new or enhanced services depends on a number of factors, including general economic 
conditions and customer receptiveness to any price changes related to these additional features and services. 


If customers do not renew their subscriptions, do not purchase additional features or enhanced subscriptions 
or if attrition rates increase, we may not meet our revenue targets and our business could be harmed, which may 
adversely affect the market price of our common stock. 


Periodic changes to our sales organization can be disruptive and may reduce our rate of growth. 


We periodically change and make adjustments to our sales organization in response to market opportunities, 
competitive threats, management changes, product introductions or enhancements, acquisitions, sales 
performance, increases in sales headcount, cost levels and other internal and external considerations. Such sales 
organization changes have in some periods resulted in, and may in the future result in, a reduction of 
productivity, which could negatively impact our rate of growth in the current and future quarters and operating 
results, including revenue. For example, the restructuring plan we announced in January 2023 involved such 
changes to our sales organization, which could negatively impact our productivity, growth rate and operating 
results, which may adversely affect the market price of our common stock. In addition, any significant change to 
the way we structure our compensation of our sales organization may be disruptive and may affect our revenue 
growth. 


Our ability to deliver our services is dependent on the development and maintenance of the infrastructure 
of the Internet by third parties. 


The Internet’s infrastructure comprises many different networks and services that are highly fragmented and 
distributed by design. This infrastructure is run by a series of independent third-party organizations that work 
together to provide the infrastructure and supporting services of the Internet under the governance of the Internet 
Corporation for Assigned Numbers and Names (“ICANN’’) and the Internet Assigned Numbers Authority, now 
under the stewardship of ICANN. 


The Internet has experienced a variety of outages and other delays as a result of damages to portions of its 
infrastructure, denial-of-service attacks or related cyber incidents, and it could face outages and delays in the 
future, potentially reducing the availability of the Internet to us or our customers for delivery of our Internet- 
based services. Any resulting interruptions in our services or the ability of our customers to access our services 
could result in a loss of potential or existing customers and harm our business. 


In addition, certain countries have implemented, or may implement, legislative and technological actions 
that either do or can effectively regulate access to the Internet, including the ability of Internet service providers 
to limit access to specific websites or content. Other countries have attempted, are attempting or may attempt to 
change or limit the legal protections available to businesses that depend on the Internet for the delivery of their 
services. These actions could potentially limit or interrupt access to our services from certain countries or 
Internet service providers, increase our risk or add liabilities, impede our growth, productivity and operational 
effectiveness, result in the loss of potential or existing customers and harm our business. 


Sales to customers outside the United States expose us to risks inherent in international operations. 


We sell our services throughout the world and are subject to risks and challenges associated with 
international business. We intend to seek to continue to expand our international sales efforts. The risks and 
challenges associated with sales to customers outside the United States or those that can affect international 
operations generally, include: 


e regional economic and political conditions, natural disasters, acts of war, terrorism and actual or 
threatened public health emergencies, including the COVID-19 pandemic; 
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¢ localization of our services, including translation into foreign languages and associated expenses; 
e regulatory frameworks or business practices favoring local competitors; 


¢ pressure on the creditworthiness of sovereign nations, where we have customers and a balance of our 
cash, cash equivalents and marketable securities; 


e foreign currency fluctuations and controls, which may make our services more expensive for 
international customers and could add volatility to our operating results; 


¢ compliance with multiple, conflicting, ambiguous or evolving governmental laws and regulations, 
including employment, tax, privacy, anti-corruption, import/export, customs, anti-boycott, sanctions 
and embargoes, antitrust, data transfer, storage and protection and industry-specific laws and 
regulations, including rules related to compliance by our third-party resellers and our ability to identify 
and respond timely to compliance issues when they occur; 


e liquidity issues or political actions by sovereign nations, including nations with a controlled currency 
environment, which could result in decreased values of these balances or potential difficulties 
protecting our foreign assets or satisfying local obligations; 


¢ vetting and monitoring our third-party resellers in new and evolving markets to confirm they maintain 
standards consistent with our brand and reputation; 


¢ treatment of revenue from international sources, evolving domestic and international tax environments, 
and changes to tax codes, including being subject to foreign tax laws and being liable for paying 
withholding taxes in foreign jurisdictions; 


e impacts of or uncertainties regarding the United Kingdom’s exit from the EU (‘“Brexit’”) on regulations, 
currencies, taxes and operations, including possible disruptions to the sale of our services or the 
movement of our people between the United Kingdom, EU and other locations; 


* uncertainty regarding the imposition of and changes in the United States’ and other governments’ trade 
regulations, trade wars, tariffs, other restrictions or other geopolitical events, including the evolving 
relations between the United States and China, the United States and Russia and conflict in Europe; 


e changes in the public perception of governments in the regions where we operate or plan to operate; 


¢ regional data privacy laws and other regulatory requirements that apply to outsourced service providers 
and to the transmission of our customers’ data across international borders, which grow more complex 
as we scale, expand into new markets and enhance the breadth of our service offerings; 


e different pricing environments; 
e difficulties in staffing and managing foreign operations; 


e different or lesser protection of our intellectual property, including increased risk of theft of our 
proprietary technology and other intellectual property, and more prevalent cybersecurity risks, 
particularly in jurisdictions in which we have historically chosen not to operate; and 


e longer accounts receivable payment cycles and other collection difficulties. 


Any of these factors could negatively impact our business and results of operations. The above factors may 
also negatively impact our ability to successfully expand into emerging market countries, where we have little or 
no operating experience, where it can be costly and challenging to establish and maintain operations, including 
hiring and managing required personnel, and difficult to promote our brand, and where we may not benefit from 
any first-to-market advantage or otherwise succeed. 


23 


As more of our sales efforts are targeted at larger enterprise customers, our sales cycle may become more 
time-consuming and expensive, we may encounter pricing pressure and implementation and configuration 
challenges, and we may have to delay revenue recognition for some complex transactions, all of which could 
harm our business and operating results. 


As we target more of our sales efforts at larger enterprise customers, including governmental entities, and 
specific industries, such as financial services and healthcare and life sciences, we may face greater costs, longer 
sales cycles, greater competition and less predictability in completing some of our sales. In these market 
segments, the customer’s decision to use our services is often an enterprise-wide decision and, if so, may require 
us to provide greater levels of education regarding the use and benefits of our services, as well as addressing 
concerns regarding privacy and data protection laws and regulations of prospective customers with international 
operations or whose own customers operate internationally. 


In addition, larger customers and governmental entities often demand more configuration, integration 
services and features. As a result of these factors, these sales opportunities often require us to devote greater sales 
support and professional services resources to individual customers, driving up costs and time required to 
complete sales and diverting our own sales and professional services resources to a smaller number of larger 
transactions, while potentially requiring us to delay revenue recognition on some of these transactions until the 
technical or implementation requirements have been met. 


Pricing and packaging strategies for enterprise and other customers for subscriptions to our existing and 
future service offerings may not be widely accepted by other new or existing customers. Our adoption of such 
new pricing and packaging strategies may harm our business. 


For large enterprise customers, professional services are often performed by us, a third party, or a 
combination of our own staff and a third party. Our strategy is to work with third parties to increase the breadth 
of capability and depth of capacity for delivery of these services to our customers. If a customer is not satisfied 
with the quality of work performed by us or a third party or with the type of services or solutions delivered, we 
could incur additional costs to address the situation, the profitability of that work might be impaired, and the 
customer’s dissatisfaction with our services could damage our ability to obtain additional work from that 
customer. In addition, negative publicity related to our customer relationships, regardless of its accuracy, may 
further damage our business by affecting our ability to compete for new business with current or prospective 
customers. 


We may lose key members of our management team or development and operations personnel, and may 
be unable to attract and retain employees we need to support our operations and growth. 


Our success depends substantially upon the continued services of our executive officers and other key 
members of management, particularly our chief executive officer. From time to time, there may be changes in 
our management team resulting from the hiring, departure or realignment of executives. For example, in January 
2023, Bret Taylor, our former co-CEO and Vice Chair of our board of directors, resigned from these positions 
with our company. Such changes may be disruptive to our business. We are also substantially dependent on the 
continued service of our existing development and operations personnel because of the complexity of our 
services and technologies. Our executive officers, key management, development or operations personnel could 
terminate their employment with us at any time. Effective succession planning for management is important to 
our long-term success. If we do not develop adequate succession planning for our key personnel, the loss of one 
or more of our key employees or groups of employees could seriously harm our business. 


The technology industry is subject to substantial and continuous competition for engineers with high levels 
of experience in designing, developing and managing software and Internet-related services, as well as 
competition for sales executives, data scientists and operations personnel. We have experienced, and currently 
experience, challenges with significant competition in talent recruitment and retention, and may not in the future 
be successful in recruiting or retaining talent or achieving the workforce diversity goals we have set publicly. We 
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have from time to time experienced, and we expect to continue to experience, difficulty in hiring, developing, 
integrating and retaining highly skilled employees with appropriate qualifications. These difficulties may be 
amplified by evolving restrictions on immigration, travel, or availability of visas for skilled technology workers. 
If we fail to attract new personnel or fail to retain and motivate our current personnel, our business and future 
growth prospects could be severely harmed. 


In January 2023, we announced a restructuring plan (the “Restructuring Plan”) intended to reduce operating 
costs, improve operating margins and continue advancing our ongoing commitment to profitable growth. The 
Restructuring Plan includes a reduction of our workforce and select real estate exits and office space reductions 
within certain markets. The actions associated with the employee restructuring under the Restructuring Plan are 
expected to be substantially complete by the end of fiscal 2024, subject to local law and consultation 
requirements. This Restructuring Plan, or any similar actions taken in the future, could negatively impact our 
ability to attract, integrate, retain and motivate key employees. 


In addition, we believe in the importance of our corporate culture, which fosters dialogue, collaboration, 
recognition, equality and a sense of family. As our organization has grown and expanded globally, and as our 
workplace plans have developed, including, for example, the Restructuring Plan, we have in the past and may in 
the future find it increasingly difficult to maintain the beneficial aspects of our corporate culture globally, 
including managing the complexities of communicating with all employees. Our inability to maintain our 
corporate culture could negatively impact our ability to attract and retain employees, harm our reputation with 
customers, or negatively impact our future growth. 


Any failure in our delivery of high-quality professional and technical support services may adversely 
affect our relationships with our customers and our financial results. 


Our customers depend on our support organization to resolve technical issues relating to our applications. 
We may be unable to respond quickly enough to accommodate short-term increases in customer demand for 
support services across our varying and diverse offerings. Outsourced provision of technical support may be 
suddenly and adversely impacted by unforeseen events, for example, as occurred when certain business process 
outsourced service providers were delayed in effectively servicing our customers due to conditions related to the 
COVID-19 pandemic. Increased customer demand for these services, without corresponding revenues, could 
increase costs and adversely affect our operating results. In addition, our sales process is highly dependent on our 
applications and business reputation and on positive recommendations from our existing customers. Any failure 
to maintain high-quality technical support, or a market perception that we do not maintain high-quality support, 
could adversely affect our reputation, our ability to sell our service offerings to existing and prospective 
customers, and our business, operating results and financial position. 


Strategic and Industry Risks 


The markets in which we participate are intensely competitive, and if we do not compete effectively, our 
operating results could be harmed. 


The market for enterprise applications and platform services is highly competitive, rapidly evolving, 
fragmented and subject to changing technology, low barriers to entry, shifting customer needs and frequent 
introductions of new products and services. Many prospective customers have invested substantial personnel and 
financial resources to implement and integrate their current enterprise software into their businesses and therefore 
may be reluctant or unwilling to migrate away from their current solution to an enterprise cloud computing 
application service. Additionally, third-party developers may be reluctant to build application services on our 
platform since they have invested in other competing technology platforms. 


Our current competitors include: 


e internally developed enterprise applications by our potential customers’ IT departments; 
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e vendors of packaged business software, as well as companies offering enterprise apps delivered 
through on-premises offerings from enterprise software application vendors and cloud computing 
application service providers, either individually or with others; 


¢ software companies that provide their product or service free of charge as a single product or when 
bundled with other offerings, or only charge a premium for advanced features and functionality, as well 
as companies that offer solutions that are sold without a direct sales organization; 


e vendors who offer software tailored to specific services as opposed to our full suite of service 
offerings, including suppliers of traditional business intelligence and data preparation products, 
integration software vendors, marketing vendors or e-commerce solutions vendors; 


¢ productivity tool and email providers, unified communications providers and consumer application 
companies that have entered the business software market; 


¢ traditional platform development environment companies and cloud computing development platform 
companies who may develop toolsets and products that allow customers to build new apps that run on 
the customers’ current infrastructure or as hosted services. 


In addition, we may face more competition as we expand our product offerings. Some of our current and 
potential competitors may have competitive advantages, such as greater name recognition, longer operating 
histories, more significant installed bases, broader geographic scope, broader suites of service offerings and 
larger marketing budgets, as well as substantially greater financial, technical, personnel and other resources. In 
addition, many of our current and potential competitors have established marketing relationships and access to 
larger customer bases, and have major distribution agreements with consultants, system integrators and resellers. 
We also experience competition from smaller, younger competitors that may be more agile in responding to 
customers’ demands and offer more targeted and simplified solutions. These competitors may be able to respond 
more quickly and effectively than we can to new or changing opportunities, technologies, standards or customer 
requirements, or provide competitive pricing, more flexible contracts or faster implementations. As a result, even 
if our services are more effective than the products and services that our competitors offer, potential customers 
might select competitive products and services in lieu of purchasing our services. For all of these reasons, we 
may not be able to compete successfully against our current and future competitors, which could negatively 
impact our future sales and harm our business. 


Our efforts to expand our service offerings and to develop and integrate our existing services in order to 
keep pace with technological developments may not succeed and may reduce our revenue growth rate and 
harm our business. 


We derive a significant portion of our revenue from subscriptions to our CRM enterprise cloud computing 
application services, and we expect this will continue for the foreseeable future. Our efforts to expand our current 
service offerings may not succeed and may reduce our revenue growth rate. In addition, the markets for certain of 
our offerings remain relatively new and it is uncertain whether our efforts, and related investments, will ever 
result in significant revenue for us. Further, the introduction of significant platform changes and upgrades may 
not result in long term revenue growth. 


In July 2021, we completed our acquisition of Slack, our largest acquisition to date. Slack is a relatively new 
category of business technology in a rapidly evolving market for software, programs and tools used by 
knowledge workers. We may not succeed in enhancing and improving the features, integrations and capabilities 
of Slack, or effectively introduce compelling new features, integrations and capabilities that reflect or anticipate 
the changing nature of the market which may result in an inability to attract new users and organizations and 
increase revenue from existing paid customers. 


If we are unable to develop enhancements to, and new features for, our existing or new services that keep 
pace with rapid technological developments, our business could be harmed. For example, we may be required to 
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continuously enhance our AI offerings to improve the quality of recommendations provided to our customers. 
The success of enhancements, new features and services depends on several factors, including the timely 
completion, introduction and market acceptance of the feature, service or enhancement by customers, 
administrators and developers, as well as our ability to integrate all of our product and service offerings and 
develop adequate selling capabilities in new markets. Failure in this regard may significantly impair our revenue 
growth as well as negatively impact our operating results if the additional costs are not offset by additional 
revenues. In addition, because our services are designed to operate over various network technologies and on a 
variety of mobile devices, operating systems and computer hardware and software platforms using a standard 
browser, we will need to continuously modify and enhance our services to keep pace with changes in Internet- 
related hardware, software, communication, browser, app development platform and database technologies, as 
well as continue to maintain and support our services on legacy systems. We may not be successful in either 
developing these modifications and enhancements or in bringing them to market timely. 


Additionally, if we fail to anticipate or identify significant Internet-related and other technology trends and 
developments early enough, or if we do not devote appropriate resources to adapting to such trends and 
developments, our business could be harmed. Uncertainties about the timing and nature of new network 
platforms or technologies, modifications to existing platforms or technologies, including text messaging 
capabilities, or changes in customer usage patterns thereof could increase our research and development or 
service delivery expenses or lead to our increased reliance on certain vendors. Any failure of our services to 
operate effectively with future network platforms and technologies could reduce the demand for our services, 
result in customer dissatisfaction and harm our business. 


Our continued success depends on our ability to maintain and enhance our brands. 


We believe that the brand identities we have developed, including associations with trust, customer success, 
innovation, performance and equality and sustainability have significantly contributed to the success of our 
business. Maintaining and enhancing the Salesforce brand and our other brands is critical to expanding our base 
of customers, partners and employees. Our brand strength, particularly for our core services, depends largely on 
our ability to remain a technology leader and to continue to provide high-quality innovative products, services 
and features in a secure, reliable manner that enhances our customers’ success even as we scale and expand our 
services. In order to maintain and enhance the strength of our brands, we have made and may in the future make 
substantial investments to expand or improve our product offerings and services, or we may enter new markets 
that may be accompanied by initial complications or ultimately prove to be unsuccessful. 


In addition, we have secured the naming rights to facilities controlled by third parties, such as office towers 
and a transit center, and any negative events or publicity arising in connection with these facilities could 
adversely impact our brand. 


Further, entry into markets with weaker protection of brands or changes in the legal systems in countries we 
operate may impact our ability to protect our brands. If we fail to maintain, enhance or protect our brands, or if 
we incur excessive expenses in our efforts to do so, our business, operating results and financial condition may 
be materially and adversely affected. 


We are subject to risks associated with our strategic investments, including partial or complete loss of 
invested capital. Significant changes in the fair value of this portfolio, including changes in the valuation of 
our investments in publicly traded and privately held companies, could negatively impact our financial results. 


We manage a portfolio of strategic investments in both privately held and publicly traded companies 
focused primarily on enterprise cloud companies, technology startups and system integrators. Our investments 
range from early to late stage companies, including investments made concurrent with a company’s initial public 
offering. We invest in companies that we believe are digitally transforming their industries, improving customer 
experiences, helping us expand our solution ecosystem or supporting other corporate initiatives. We continually 
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evaluate our investments in privately held and publicly traded companies. In certain cases, our ability to sell 
these investments may be impacted by contractual obligations to hold the securities for a set period of time after 
a public offering. In addition, the financial success of our investment in any company is typically dependent on a 
liquidity event, such as a public offering, acquisition or other favorable market event reflecting appreciation to 
the cost of our initial investment. All of our investments are therefore subject to a risk of partial or total loss of 
invested capital. 


We anticipate additional volatility to our consolidated statements of operations due to changes in market 
prices, observable price changes and both temporary and permanent impairments to our investments. These 
changes could be material based on market conditions and events. While historically our strategic investment 
portfolio has had a positive impact on our financial results, we have had periods where our investment portfolio 
has recorded net losses and may have losses again in future periods, particularly in periods of significant market 
fluctuations that affect our equity securities within our strategic investments portfolio. Volatility in global market 
conditions, including recent economic disruptions, inflation and ongoing volatility in the public equity markets, 
may impact our strategic investment portfolio and our financial results may fluctuate from historical results and 
expectations. 


If third-party developers and providers do not continue to embrace our technology delivery model and 
enterprise cloud computing services, or if our customers seek warranties from us for third-party applications, 
integrations, data and content, our business could be harmed. 


Our success depends on the willingness of a growing community of third-party developers and technology 
providers to build applications and provide integrations, data and content that are complementary to our services. 
Without the continued development of these applications and provision of such integrations, data and content, 
both current and potential customers may not find our services sufficiently attractive, which could impact future 
sales. In addition, for those customers who authorize a third-party technology partner to access their data, we do 
not provide any warranty related to the functionality, security or integrity of the data access, transmission or 
processing. Despite contract provisions to protect us, customers may look to us to support and provide warranties 
for the third-party applications, integrations, data and content, even though not developed or sold by us, which 
may expose us to potential claims, liabilities and obligations, all of which could harm our reputation and our 
business. 


Social and ethical issues, including the use or capabilities of AI in our offerings, may result in 
reputational harm and liability. 


Policies we adopt or choose not to adopt on social and ethical issues, especially regarding the use of our 
products, may be unpopular with some of our employees or with our customers or potential customers, which has 
in the past impacted and may in the future impact our ability to attract or retain employees and customers. We 
also may choose not to conduct business with potential customers or discontinue or not expand business with 
existing customers due to these policies. Further, actions taken by our customers and employees, including 
through the use or misuse of our products or new technologies for illegal activities or improper information 
sharing, may result in reputational harm or possible liability. For example, we have been subject to allegations in 
legal proceedings that we should be liable for the use of certain of our products by third parties. Although we 
believe that such claims lack merit, legal proceedings can be lengthy, expensive and disruptive to our operations 
and the outcome of any claims or litigation, regardless of the merits, is inherently uncertain. Regardless of 
outcome, these types of claims could cause reputational harm to our brand or result in liability. 


We are increasingly building AI into many of our offerings. As with many innovations, AI and our 
Customer 360 platform present additional risks and challenges that could affect their adoption and therefore our 
business. For example, the development of AI and Customer 360, the latter of which provides information 
regarding our customers’ customers, presents emerging ethical issues. If we enable or offer solutions that draw 
controversy due to their perceived or actual impact on human rights, privacy, employment, or in other social 
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contexts, we may experience brand or reputational harm, competitive harm or legal liability. Data practices by us 
or others that result in controversy could also impair the acceptance of AI solutions. This in turn could undermine 
the decisions, predictions or analysis AI applications produce, subjecting us to competitive harm, legal liability 
and brand or reputational harm. The rapid evolution of AI will require the application of resources to develop, 
test and maintain our products and services to help ensure that AI is implemented ethically in order to minimize 
unintended, harmful impact. Uncertainty around new and emerging AI applications such as generative AI content 
creation may require additional investment in the development of proprietary datasets, machine learning models 
and systems to test for accuracy, bias and other variables, which are often complex, may be costly and could 
impact our profit margin if we decide to expand generative AI into our product offerings. Developing, testing and 
deploying AI systems may also increase the cost profile of our offerings due to the nature of the computing costs 
involved in such systems. 


Our aspirations and disclosures related to environmental, social and governance (“ESG’’) matters expose 
us to risks that could adversely affect our reputation and performance. 


We have established and publicly announced ESG goals, including our commitments to advancing racial 
and gender equality within our workforce and reducing greenhouse gas emissions. These statements reflect our 
current plans and aspirations and are not guarantees that we will be able to achieve them. Our failure to 
accomplish or accurately track and report on these goals on a timely basis, or at all, could adversely affect our 
reputation, financial performance and growth, and expose us to increased scrutiny from the investment 
community as well as enforcement authorities. 


Our ability to achieve any ESG objective is subject to numerous risks, many of which are outside of our 
control. Examples of such risks include: 


e the availability and cost of low- or non-carbon-based energy sources; 

e the evolving regulatory requirements affecting ESG standards or disclosures; 

e the availability of suppliers that can meet our sustainability, diversity and other ESG standards; 
¢ our ability to recruit, develop and retain diverse talent in our labor markets; and 


e the success of our organic growth and acquisitions or dispositions of businesses or operations. 


Standards for tracking and reporting ESG matters continue to evolve. Our selection of voluntary disclosure 
frameworks and standards, and the interpretation or application of those frameworks and standards, may change 
from time to time or differ from those of others. This may result in a lack of consistent or meaningful 
comparative data from period to period or between Salesforce and other companies in the same industry. In 
addition, our processes and controls may not comply with evolving standards for identifying, measuring and 
reporting ESG metrics, including ESG-related disclosures that may be required of public companies by the SEC, 
and such standards may change over time, which could result in significant revisions to our current goals, 
reported progress in achieving such goals, or ability to achieve such goals in the future. 


If our ESG practices do not meet evolving investor or other stakeholder expectations and standards, then our 
reputation, our ability to attract or retain employees, and our attractiveness as an investment, business partner, 
acquiror or service provider could be negatively impacted. Further, our failure or perceived failure to pursue or 
fulfill our goals and objectives or to satisfy various reporting standards on a timely basis, or at all, could have 
similar negative impacts or expose us to government enforcement actions and private litigation. 
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Legal and Regulatory Risks 


Privacy concerns and laws as well as evolving regulation of cloud computing, cross-border data transfer 
restrictions and other domestic or foreign regulations may limit the use and adoption of our services and 
adversely affect our business. 


Regulation related to the provision of services over the Internet is evolving, as federal, state and foreign 
governments continue to adopt new, or modify existing, laws and regulations addressing data privacy, 
cybersecurity, data protection, data sovereignty and the collection, processing, storage, hosting, transfer and use 
of data, generally. In some cases, data privacy laws and regulations, such as the European Union’s (“EU”) 
General Data Protection Regulation (“GDPR”), impose obligations directly on Salesforce as both a data 
controller and a data processor, as well as on many of our customers. In addition, new domestic data privacy 
laws, such as the California Consumer Privacy Act (“CCPA”) as amended by the California Privacy Rights Act 
(“CPRA”), the Virginia Consumer Data Protection Act, the Colorado Privacy Act, which goes into effect on 
July 1, 2023, the Connecticut Data Privacy Act, which goes into effect July 1, 2023, and the Utah Consumer 
Privacy Act, which goes into effect on December 31, 2023, similarly impose new obligations on us and many of 
our customers, potentially as both businesses and service providers. These laws continue to evolve, and as 
various states introduce similar proposals, we and our customers could be exposed to additional regulatory 
burdens. Further, laws and legislative proposals such as the EU’s proposed e-Privacy Regulation are increasingly 
aimed at the use of personal information for marketing purposes, and the tracking of individuals’ online 
activities. The EU has been developing new requirements related to the use of data, including in the Digital 
Services Act, that may impose additional rules and restrictions on the use of the data in our products and 
services. 


In addition, various safe harbors have historically been provided to those who hosted content provided by 
others, such as safe harbors from monetary damages for copyright infringement arising from copyrighted content 
provided by customers and others and for defamation and other torts arising from information provided by 
customers and others. There is an increasing demand for repealing or limiting these safe harbors by either judicial 
decision or legislation, and we have active legal proceedings that have been impacted by the repeal or limiting of 
safe harbors that were previously available to us. Loss of these safe harbors may require altering or limiting some 
of our services or may require additional contractual terms to avoid liabilities for our customers’ misconduct. 


Although we monitor the regulatory, judicial and legislative environment and have invested in addressing 
these developments, these laws may require us to make additional changes to our practices and services to enable 
us or our customers to meet the new legal requirements, and may also increase our potential liability exposure 
through new or higher potential penalties for noncompliance, including as a result of penalties, fines and lawsuits 
related to data breaches. Furthermore, privacy laws and regulations are subject to differing interpretations and 
may be inconsistent among jurisdictions. These and other requirements are causing increased scrutiny among 
customers, particularly in the public sector and highly regulated industries, and may be perceived differently 
from customer to customer. These developments could reduce demand for our services, require us to take on 
more onerous obligations in our contracts, restrict our ability to store, transfer and process data or, in some cases, 
impact our ability or our customers’ ability to offer our services in certain locations, to deploy our solutions, to 
reach current and prospective customers, or to derive insights from customer data globally. For example, on 
July 16, 2020, the Court of Justice of the European Union (“CJEU”) invalidated the EU-US Privacy Shield 
Framework, one of the mechanisms that allowed companies, including Salesforce, to transfer personal data from 
the European Economic Area (“EEA”) to the United States. Even if the CJEU decision upheld the Standard 
Contractual Clauses (“SCCs”’) as an adequate transfer mechanism, the data exporters are now also required when 
relying on SCCs to conduct a transfer risk assessment to verify if anything in the law and/or practices of the 
destination country may impinge on the effectiveness of the SCCs in the context of the transfer at stake and, if so, 
to identify and adopt supplementary measures that are necessary to bring the level of protection of the data 
transferred to the EU standard of essential equivalence. Where no supplementary measure is suitable, the data 
exporter should avoid, suspend or terminate the transfer. Depending on how the CJEU’s decision is enforced, the 
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cost and complexity of providing our services in certain markets may increase. While the EU and U.S. 
governments have recently advanced the EU-U.S. Data Privacy Framework to foster EU-to-U.S. data transfers 
and address the concerns raised in the aforementioned CJEU decision, it is uncertain whether this framework will 
be overturned in court like the previous two EU-U.S. bilateral cross-border transfer frameworks. As a result, 
regulators may be inclined to continue to interpret the CJEU’s decision, and the logic behind it, as significantly 
restricting certain cross-border transfers. Certain countries outside of the EEA (e.g., China and India) have also 
passed or are considering passing laws requiring varying degrees of local data residency. By way of further 
example, statutory damages available through a private right of action for certain data breaches under the CPRA 
and potentially other states’ laws, may increase our and our customers’ potential liability and the demands our 
customers place on us. 


The costs of compliance with, and other burdens imposed by, privacy laws, regulations and standards may 
limit the use and adoption of our services, reduce overall demand for our services, make it more difficult to meet 
expectations from our commitments to customers and our customers’ customers, lead to significant fines, 
penalties or liabilities for noncompliance, impact our reputation, or slow the pace at which we close sales 
transactions, in particular where customers request specific warranties and unlimited indemnity for 
noncompliance with privacy laws, any of which could harm our business. In September 2021, Salesforce 
announced the Hyperforce EU Operating Zone, which is expected to enable storage and processing of customer 
data solely within the EU. This EU service may enhance our ability to attract and retain customers operating in 
the EU, but may also increase the cost and complexity of supporting those customers, and our customers may 
request similar offerings in other territories. 


In addition to government activity, privacy advocates and other industry groups have established or may 
establish new self-regulatory standards that may place additional burdens on our ability to provide our services 
globally. Our customers expect us to meet voluntary certification and other standards established by third parties, 
such as TRUSTe. If we are unable to maintain these certifications or meet these standards, it could adversely 
affect our ability to provide our solutions to certain customers and could harm our business. In addition, we have 
seen a trend toward the private enforcement of data protection obligations, including through private actions for 
alleged noncompliance, which could harm our business and negatively impact our reputation. For example, in 
2020 we were made a party to a legal proceeding brought by a Dutch privacy advocacy group (the Privacy 
Collective) on behalf of certain Dutch citizens that claims we violated the GDPR and Dutch Telecommunications 
Act through the processing and sharing of data in connection with our Audience Studio and Data Studio 
products. In December 2021, the Amsterdam District Court declared the Privacy Collective inadmissible in its 
claims against us and dismissed the case, however this is currently being appealed by the Privacy Collective. We 
were also named as a defendant in a similar lawsuit brought in the UK, which has subsequently been dismissed. 
Although we believe that these claims lack merit, these or similar future claims could cause reputational harm to 
our brand or result in liability. In addition, the economic slowdown could increase the regulatory enforcement of 
privacy regulations, which could require our cooperation and or increase the cost of our compliance with the 
imposed regulations. 


Furthermore, the uncertain and shifting regulatory environment and trust climate may raise concerns 
regarding data privacy and cybersecurity, which may cause our customers or our customers’ customers to resist 
providing the data necessary to allow our customers to use our services effectively. In addition, new products we 
develop or acquire in connection with changing events may expose us to liability or regulatory risk. Even the 
perception that the privacy and security of personal information are not satisfactorily protected or do not meet 
regulatory requirements could inhibit sales of our products or services and could limit adoption of our cloud- 
based solutions. 


Industry-specific regulations and other requirements and standards are evolving and unfavorable 
industry-specific laws, regulations, interpretive positions or standards could harm our business. 

Our customers and potential customers conduct business in a variety of industries, including financial 
services, the public sector, healthcare and telecommunications. Regulators in certain industries have adopted and 
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may in the future adopt regulations or interpretive positions regarding the use of cloud computing and other 
outsourced services. The costs of compliance with, and other burdens imposed by, industry-specific laws, 
regulations and interpretive positions may limit our customers’ use and adoption of our services and reduce 
overall demand for our services. Compliance with these regulations may also require us to devote greater 
resources to support certain customers, which may increase costs and lengthen sales cycles. For example, some 
financial services regulators have imposed guidelines for use of cloud computing services that mandate specific 
controls or require financial services enterprises to obtain regulatory approval prior to outsourcing certain 
functions. In the United States, a cybersecurity Executive Order released in May 2021 may heighten future 
compliance and incident reporting standards in order to obtain certain public sector contracts. If we are unable to 
comply with these guidelines or controls, or if our customers are unable to obtain regulatory approval to use our 
services where required, our business may be harmed. In addition, an inability to satisfy the standards of certain 
voluntary third-party certification bodies that our customers may expect, such as an attestation of compliance 
with the Payment Card Industry (“PCT”) Data Security Standards, may have an adverse impact on our business 
and results. If in the future we are unable to achieve or maintain industry-specific certifications or other 
requirements or standards relevant to our customers, it may harm our business and adversely affect our results. 


Further, in some cases, industry-specific, regionally-specific or product-specific laws, regulations or 
interpretive positions may impact our ability, as well as the ability of our customers, partners and data providers, 
to collect, augment, analyze, use, transfer and share personal and other information that is integral to certain 
services we provide. The interpretation of many of these statutes, regulations and rulings is evolving in the courts 
and administrative agencies and an inability to comply may have an adverse impact on our business and results. 
This impact may be particularly acute in countries that have passed or are considering passing legislation that 
requires data to remain localized “in country,” as this may impose financial costs on companies required to store 
data in jurisdictions not of their choosing and to use nonstandard operational processes that add complexity and 
are difficult and costly to integrate with global processes. This is also true with respect to the global proliferation 
of laws regulating the financial services industry, including its use of cloud services. In Europe, the Digital 
Operational Resilience Act (DORA), which aims to ensure the resilience of the EU financial sectors, including 
through mandatory risk management, incident reporting, resilience testing and third-party outsourcing 
restrictions, was formally adopted by the Council of the EU in November 2022. The UK is advancing similar 
legislation and other countries may follow. Further, countries are considering legal frameworks on AI, which is a 
trend that may increase now that the European Commission has proposed the first such framework. Any failure 
or perceived failure by Salesforce to comply with such requirements could have an adverse impact on our 
business. 


There are various statutes, regulations and rulings relevant to direct email marketing and text-messaging 
industries, including the Telephone Consumer Protection Act (““TCPA”) and related Federal Communication 
Commission orders, which impose significant restrictions on the ability to utilize telephone calls and text 
messages to mobile telephone numbers as a means of communication, when the prior consent of the person being 
contacted has not been obtained. We have been, and may in the future be, subject to one or more class-action 
lawsuits, as well as individual lawsuits, containing allegations that one of our businesses or customers violated 
the TCPA. A determination that we or our customers violated the TCPA or other communications-based statutes 
could expose us to significant damage awards that could, individually or in the aggregate, materially harm our 
business. In addition, many jurisdictions across the world are currently considering, or have already begun 
implementing, changes to antitrust and competition laws, regulations or interpretative positions to enhance 
competition in digital markets and address practices by certain digital platforms that they perceive to be 
anticompetitive. These regulatory efforts could result in laws, regulations or interpretative positions that may 
require us to change certain of our business practices, undertake new compliance obligations or otherwise may 
have an adverse impact on our business and results. 
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We have been and may in the future be sued by third parties for various claims, including alleged 
infringement of proprietary rights. 


We are involved in various legal matters arising from the normal course of business activities. These include 
claims, suits, government investigations and other proceedings involving alleged infringement of third-party 
patents and other intellectual property rights, as well as commercial, corporate and securities, labor and 
employment, class actions, wage and hour, antitrust, data privacy and other matters. 


The software and Internet industries are characterized by the existence of many patents, trademarks, trade 
secrets and copyrights and by frequent litigation based on allegations of infringement or other violations of 
intellectual property rights. We have received in the past and may receive in the future communications from 
third parties, including practicing entities and non-practicing entities, claiming that we have infringed their 
intellectual property rights. We have also been, and may in the future be, sued by third parties for alleged 
infringement of their claimed proprietary rights. Our technologies may be subject to injunction if they are found 
to infringe the rights of a third party or we may be required to pay damages, or both. Further, many of our 
subscription agreements require us to indemnify our customers for third-party intellectual property infringement 
claims, which would increase the cost to us of an adverse ruling on such a claim. 


In addition, we have in the past been, and may in the future be, sued by third parties who seek to target us 
for actions taken by our customers, including through the use or misuse of our products. For example, we have 
been subject to allegations in legal proceedings that we should be liable for the use of certain of our products by 
third parties. Although we believe that such claims lack merit, such claims could cause reputational harm to our 
brand or result in liability. 


Our exposure to risks associated with various claims, including claims related to the use of intellectual 
property as well as securities and related stockholder derivative claims, may be increased as a result of 
acquisitions of other companies. For example, we are subject to ongoing securities class action litigation and 
related stockholder derivative claims brought against Tableau and Slack that remain outstanding, and as to which 
we may ultimately be subject to liability or settlement costs. Additionally, we may have a lower level of visibility 
into the development process with respect to intellectual property or the care taken to safeguard against 
infringement risks with respect to acquired companies or technologies. In addition, third parties have made 
claims in connection with our acquisitions and may do so in the future, and they may also make infringement and 
similar or related claims after we have acquired technology that had not been asserted prior to our acquisition. 


The outcome of any claims or litigation, regardless of the merits, is inherently uncertain. Any claims or 
lawsuits, and the disposition of such claims and lawsuits, whether through settlement or licensing discussions, or 
litigation, could be time-consuming and expensive to resolve, divert management attention from executing our 
business plan, result in efforts to enjoin our activities, lead to attempts on the part of other parties to pursue 
similar claims and, in the case of intellectual property claims, require us to change our technology, change our 
business practices, pay monetary damages or enter into short- or long-term royalty or licensing agreements. 


Any adverse determination or settlement related to intellectual property claims or other litigation could 
prevent us from offering our services to others, could be material to our financial condition or cash flows, or 
both, or could otherwise adversely affect our operating results, including our operating cash flow in a particular 
period. In addition, depending on the nature and timing of any such dispute, an unfavorable resolution of a legal 
matter could materially affect our current or future results of operations or cash flows in a particular period. 


Any failure to obtain registration or protection of our intellectual property rights could impair our ability 
to protect our proprietary technology and our brand, causing us to incur significant expenses and harm our 
business. 


If we fail to protect our intellectual property rights adequately, our competitors may gain access to our 
technology, affecting our brand, causing us to incur significant expenses and harming our business. Any of our 
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patents, trademarks or other intellectual property rights may be challenged by others or invalidated through 
administrative process or litigation. While we have many U.S. patents and pending U.S. and international patent 
applications, we may be unable to obtain patent protection for the technology covered in our patent applications 
or the patent protection may not be obtained quickly enough to meet our business needs. In addition, our existing 
patents and any patents issued in the future may not provide us with competitive advantages, or may be 
successfully challenged by third parties. Similar uncertainty applies to our U.S. and international trademark 
registrations and applications. Furthermore, legal standards relating to the validity, enforceability and scope of 
protection of intellectual property rights are uncertain, and we also may face proposals to change the scope of 
protection for some intellectual property rights in the U.S. and elsewhere. Effective patent, trademark, copyright 
and trade secret protection may not be available to us in every country in which our services are available and 
legal changes and uncertainty in various countries’ intellectual property regimes may result in making conduct 
that we believe is lawful to be deemed violative of others’ rights. The laws of some foreign countries may not be 
as protective of intellectual property rights as those in the U.S., and mechanisms for enforcement of intellectual 
property rights may be inadequate. Also, our involvement in standard-setting activity, our contribution to open 
source projects, various competition law regimes or the need to obtain licenses from others may require us to 
license our intellectual property in certain circumstances. Accordingly, despite our efforts, we may be unable to 
prevent third parties from using our intellectual property. 


We may be required to spend significant resources and expense to monitor and protect our intellectual 
property rights. We may initiate claims or litigation against third parties for infringement of our proprietary rights 
or to establish the validity of our proprietary rights. If we fail to protect our intellectual property rights, it could 
impact our ability to protect our technology and brand. Furthermore, any litigation, whether or not it is resolved 
in our favor, could result in significant expense to us, cause us to divert time and resources from our core 
business, and harm our business. 


We may be subject to risks related to government contracts and related procurement regulations. 


Our contracts with federal, state, local and foreign government entities are subject to various procurement 
regulations and other requirements relating to their formation, administration and performance. We may be 
subject to audits and investigations relating to our government contracts, and any violations could result in 
various civil and criminal penalties and administrative sanctions, including termination of contracts, refunding or 
suspending of payments, forfeiture of profits, payment of fines, and suspension or debarment from future 
government business. In addition, such contracts may provide for termination by the government at any time, 
without cause. Any of these risks related to contracting with governmental entities could adversely impact our 
future sales and operating results. 


We are subject to governmental sanctions and export and import controls that could impair our ability to 
compete in international markets and may subject us to liability if we are not in full compliance with 
applicable laws. 


Our solutions are subject to export and import controls where we conduct our business activities, including 
the U.S. Commerce Department’s Export Administration Regulations, U.S. Customs regulations, U.S. supply 
chain regulations and various economic and trade sanctions regulations established by the U.S. Treasury 
Department’s Office of Foreign Assets Control. If we fail to comply with applicable trade laws, we and certain of 
our employees could be subject to substantial civil or criminal penalties, including the possible loss of trade 
privileges; fines, which may be imposed on us and responsible employees or managers; and, in extreme cases, 
the incarceration of responsible employees or managers. Obtaining necessary authorizations, including any 
required licenses, may be time-consuming, requires expenditure of corporate resources, is not guaranteed, and 
may result in the delay or loss of sales opportunities or the ability to realize value from certain acquisitions or 
engagements. Acquisitions may also subject us to successor liability and other integration compliance risks. 
Furthermore, U.S. export control laws and economic sanctions may prohibit or limit the transfer of certain 
products and services to U.S. embargoed or sanctioned countries, governments and parties. We can provide no 
assurance that any of the precautions we take to prevent our solutions from being provisioned or provided to U.S. 
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sanctions targets in violation of applicable regulations will be effective, and, accordingly, our solutions could be 
provisioned or provided to those targets, including by our resellers or other third parties, which could have 
negative consequences for our business, including government investigations, penalties and reputational harm. 
Changes in our solutions or trade regulations may create delays in the introduction, sale and deployment of our 
solutions in international markets or prevent the export or import of our solutions to certain countries, 
governments or persons altogether. Any decreased use of our solutions or limitation on our ability to export or 
sell our solutions may adversely affect our business, financial condition and results of operations. Import and 
export control regulations in the United States and other countries are subject to change and uncertainty, 
including as a result of geopolitical developments and relations between the United States and China, the United 
States and Russia and war in Europe. 


Financial Risks 


Because we generally recognize revenue from subscriptions for our services over the term of the 
subscription, downturns or upturns in new business may not be immediately reflected in our operating results. 


We generally recognize revenue from customers ratably over the terms of their subscription and support 
agreements, which are typically 12 to 36 months. As a result, most of the revenue we report in each quarter is the 
result of subscription and support agreements entered into during previous quarters. Consequently, a decline in 
new or renewed subscriptions in any one quarter may not be reflected in our revenue results for that quarter but 
will negatively impact our revenue in future quarters. Accordingly, the effect of significant downturns in sales 
and market acceptance of our services, and changes in our attrition rate, may not be fully reflected in our results 
of operations until future periods. Our subscription model also makes it difficult for us to rapidly increase our 
revenue through additional sales in any period, as revenue from new customers must be recognized over the 
applicable subscription and support term. 


If we experience significant fluctuations in our rate of anticipated growth and fail to balance our 
expenses with our revenue forecasts, our business could be harmed and the market price of our common stock 
could decline. 


Due to the unpredictability of future general economic and financial market conditions, including from the 
global economic impact of geopolitical conflict in Europe, the pace of change and innovation in enterprise cloud 
computing services, the impact of foreign currency exchange rate fluctuations, the growing complexity of our 
business, including the use of multiple pricing and packaging models and the increasing amount of revenue from 
software license sales, and our increasing focus on enterprise cloud computing services, we may not be able to 
realize our projected revenue growth plans. We plan our expense and investment levels based on estimates of 
future revenue and future anticipated rate of growth. We may not be able to adjust our spending appropriately if 
the addition of new subscriptions or the renewals of existing subscriptions fall short of our expectations, and 
unanticipated events may cause us to incur expenses beyond what we anticipated. A portion of our expenses may 
also be fixed in nature for some minimum amount of time, such as with costs capitalized to obtain revenue 
contracts, data center and infrastructure service contracts or office leases, so it may not be possible to reduce 
costs in a timely manner, or at all, without the payment of fees to exit certain obligations early. As a result, our 
revenues, operating results and cash flows may fluctuate significantly on a quarterly basis and revenue growth 
rates may not be sustainable and may decline in the future. In some periods, we have not been able to, and may 
not be able in the future to provide continued operating margin expansion, which could harm our business and 
cause the market price of our common stock to decline. 


Unanticipated changes in our effective tax rate and additional tax liabilities and global tax developments 
may impact our financial results. 


We are subject to income taxes in the United States and various other jurisdictions. Significant judgment is 
often required in the determination of our worldwide provision for income taxes. Our effective tax rate could be 
impacted by changes in our earnings and losses in countries with differing statutory tax rates, changes in 
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operations, changes in non-deductible expenses, changes in the tax effects of stock-based compensation expense, 
changes in the valuation of deferred tax assets and liabilities and our ability to utilize them, the applicability of 
withholding taxes, effects from acquisitions and changes in accounting principles and tax laws. Any changes, 
ambiguity or uncertainty in taxing jurisdictions’ administrative interpretations, decisions, policies and positions 
could also materially impact our income tax liabilities. 


We may also be subject to additional tax liabilities and penalties due to changes in non-income based taxes 
resulting from changes in federal, state, local or international tax laws, changes in taxing jurisdictions’ 
administrative interpretations, decisions, policies and positions, results of tax examinations, settlements or 
judicial decisions, changes in accounting principles, or changes to our business operations, including as a result 
of acquisitions. Any resulting increase in our tax obligation or cash taxes paid could adversely affect our cash 
flows and financial results. 


We are also subject to tax examinations or engaged in alternative resolutions in multiple jurisdictions. While 
we regularly evaluate new information that may change our judgment resulting in recognition, derecognition or 
changes in measurement of a tax position taken, there can be no assurance that the final determination of any 
examinations will not have an adverse effect on our operating results or financial position. 


As our business continues to grow, increasing our brand recognition and profitability, we may be subject to 
increased scrutiny and corresponding tax disputes, which may impact our cash flows and financial results. 
Furthermore, our growing prominence may bring public attention to our tax profile, and if perceived negatively, 
may cause brand or reputational harm. 


As we utilize our remaining tax credits and net operating loss carryforwards, we may be unable to mitigate 
our tax obligations to the same extent as in prior years, which could have a material impact to our future cash 
flows. In addition, changes to our operating structure, including changes related to acquisitions, may result in 
cash tax obligations. 


Global tax developments applicable to multinational businesses may have a material impact to our business, 
cash flows from operating activities, or financial results. Such developments, for example, may include certain 
new provisions introduced by the Inflation Reduction Act, certain Organization for Economic Co-operation and 
Development’s proposals including the implementation of the global minimum tax under the Pillar Two model 
rules, and the European Commission’s and certain major jurisdictions’ heightened interest in and taxation of 
companies participating in the digital economy. Furthermore, governments’ responses to macroeconomic factors 
such as shrinking gross domestic product or increased inflation rates may lead to tax rule changes that could 
materially and adversely affect our cash flows and financial results. 


We are exposed to fluctuations in currency exchange rates that have in the past and could in the future 
negatively impact our financial results and cash flows from changes in the value of the U.S. Dollar versus 
local currencies. 


We primarily conduct our business in the following regions: the Americas, Europe and Asia Pacific. The 
expanding global scope of our business exposes us to risk of fluctuations in foreign currency markets, including 
in emerging markets. This exposure is the result of selling in multiple currencies, growth in our international 
investments, including data center expansion, additional headcount in foreign locations, and operating in 
countries where the functional currency is the local currency. Specifically, our results of operations and cash 
flows are subject to currency fluctuations primarily in Euro, British Pound Sterling, Japanese Yen, Canadian 
Dollar, Australian Dollar, Brazilian Real and Israeli Shekel against the U.S. Dollar. These exposures may change 
over time as business practices evolve, economic and political conditions change and evolving tax regulations 
come into effect. The fluctuations of currencies in which we conduct business can both increase and decrease our 
overall revenue and expenses for any given fiscal period. Furthermore, fluctuations in foreign currency exchange 
rates, combined with the seasonality of our business, could affect our ability to accurately predict our future 
results and earnings. 
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Additionally, global events as well as geopolitical developments, including conflict in Europe, fluctuating 
commodity prices, trade tariff developments and inflation have caused, and may in the future cause, global 
economic uncertainty and uncertainty about the interest rate environment, which has and could in the future 
amplify the volatility of currency fluctuations. Although we attempt to mitigate some of this volatility and related 
risks through foreign currency hedging, our hedging activities are limited in scope and may not effectively offset 
the adverse financial impacts that may result from unfavorable movements in foreign currency exchange rates, 
which could adversely impact our financial condition or results of operations. 


Our debt service obligations, lease commitments and other contractual obligations may adversely affect 
our financial condition, results of operations and cash flows. 


As of January 31, 2023, we had a substantial level of outstanding debt, including our Senior Notes and the 
loan we assumed when we purchased 50 Fremont. We are also party to the Revolving Loan Credit Agreement, 
which provides for our $3.0 billion Credit Facility. Although there were no outstanding borrowings under the 
Credit Facility as of January 31, 2023, we may use the proceeds of future borrowings under the Credit Facility 
for general corporate purposes, which may include, without limitation, financing the consideration for and fees, 
costs and expenses related to any acquisition. 


In addition to the outstanding and potential debt obligations above, we have also recorded substantial 
liabilities associated with noncancellable future payments on our long-term lease agreements. We also have 
significant other contractual commitments, such as commitments with infrastructure service providers, which are 
not reflected on our consolidated balance sheets. 


Maintenance of our indebtedness and contractual commitments and any additional issuances of indebtedness 
could: 


¢ impair our ability to obtain additional financing in the future for working capital, capital expenditures, 
acquisitions, general corporate or other purposes; 


* cause us to dedicate a substantial portion of our cash flows from operations toward debt service 
obligations and principal repayments; and 


e make us more vulnerable to downturns in our business, our industry or the economy in general. 


Our ability to meet our expenses and debt obligations will depend on our future performance, which will be 
affected by financial, business, economic, regulatory and other factors. We will not be able to control many of 
these factors, such as economic conditions and governmental regulations. Further, our operations may not 
generate sufficient cash to enable us to service our debt or contractual obligations resulting from our leases. If we 
fail to make a payment on our debt, we could be in default on such debt. If we are at any time unable to generate 
sufficient cash flows from operations to service our indebtedness when payment is due, we may be required to 
attempt to renegotiate the terms of the instruments relating to the indebtedness, seek to refinance all or a portion 
of the indebtedness or obtain additional financing. There can be no assurance that we would be able to 
successfully renegotiate such terms, that any such refinancing would be possible or that any additional financing 
could be obtained on terms that are favorable or acceptable to us. Any new or refinanced debt may be subject to 
substantially higher interest rates, which could adversely affect our financial condition and impact our business. 
In addition, we may seek debt financing to fund future acquisitions. We can offer no assurance that we can obtain 
debt financing on terms acceptable to us, if at all. 


In addition, adverse changes by any rating agency to our credit ratings may negatively impact the value and 
liquidity of both our debt and equity securities, as well as the potential costs associated with a refinancing of our 
debt. Downgrades in our credit ratings could also affect the terms of any such refinancing or future financing or 
restrict our ability to obtain additional financing in the future. 
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The indentures governing our Senior Notes and the Revolving Loan Credit Agreement impose restrictions 
on us and require us to maintain compliance with specified covenants. Our ability to comply with these 
covenants may be affected by events beyond our control. A failure to comply with the covenants and other 
provisions of our outstanding debt could result in events of default under such instruments, which could permit 
acceleration of all of our debt and borrowings. Any required repayment of our debt as a result of a fundamental 
change or other acceleration would lower our current cash on hand such that we would not have those funds 
available for use in our business. 


Lease accounting guidance requires that we record a liability for operating lease activity on our consolidated 
balance sheet, which increases both our assets and liabilities and therefore may impact our ability to obtain the 
necessary financing from financial institutions at commercially viable rates or at all. Our lease terms may include 
options to extend or terminate the lease. Periods beyond the noncancellable term of the lease are included in the 
measurement of the lease liability and associated asset only when it is reasonably certain that we will exercise the 
associated extension option or waive the termination option. We reassess the lease term if and when a significant 
event or change in circumstances occurs within our control. The potential impact of these options to extend could 
be material to our financial position and financial results. 


Current and future accounting pronouncements and other financial and nonfinancial reporting 
standards may negatively impact our financial results. 


We regularly monitor our compliance with applicable financial and nonfinancial reporting standards and 
review new pronouncements and interpretations that are relevant to us. As a result of new financial or 
nonfinancial standards or pronouncements, changes to existing standards or pronouncements and changes in their 
interpretation, we may be required to change our accounting policies, to alter our operational policies, to 
implement new or enhance existing systems so that they reflect new or amended financial reporting standards, 
and to adjust our published financial statements. For example, proposed reporting requirements such as the SEC 
proposals related to the enhancement and standardization of climate-related disclosures may require us to change 
our accounting policies, to alter our operational policies and to implement new or enhance existing systems so 
that they reflect new or amended financial reporting standards, or to restate our published financial statements. 
Such changes may have an adverse effect on our business, financial position and operating results, or cause an 
adverse deviation from our revenue and operating profit targets, which may negatively impact our financial 
results. 


Risks Related to Owning Our Common Stock 


Our quarterly results are likely to fluctuate, which may cause the value of our common stock to decline 
substantially. 


Our quarterly results are likely to fluctuate. Fluctuations have occurred due to known and unknown risks, 
such as the sudden and unanticipated effects of the COVID-19 pandemic and rising interest rates. In addition, our 
fiscal fourth quarter has historically been our strongest quarter for new business and renewals, and the year-over- 
year compounding effect of this seasonality in billing patterns and overall new business and renewal activity 
causes the value of invoices that we generate in the fourth quarter to continually increase in proportion to our 
billings in the other three quarters of our fiscal year. As a result, our fiscal first quarter has typically in the past 
been our largest collections and operating cash flow quarter. 


Additionally, some of the important factors that may cause our revenues, operating results and cash flows to 
fluctuate from quarter to quarter include: 


¢ general economic or geopolitical conditions, including the impacts of the conflict in Europe, financial 
market conditions, increasing costs of operation and foreign currency exchange rates, any of which can 
adversely affect either our customers’ ability or willingness to purchase additional subscriptions or 
upgrade their services, or delay prospective customers’ purchasing decisions, reduce the value of new 
subscription contracts, or affect attrition rates; 
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our ability to retain and increase sales to existing customers, attract new customers and satisfy our 
customers’ requirements; 


the attrition rates for our services; 

the rate of expansion and productivity of our sales force; 
the length of the sales cycle for our services; 

new product and service introductions by our competitors; 
our success in selling our services to large enterprises; 


changes in unearned revenue and remaining performance obligation, due to seasonality, the timing of 
and compounding effects of renewals, invoice duration, size and timing, new business linearity 
between quarters and within a quarter, average contract term, the collectability of invoices related to 
multi-year agreements, the timing of license software revenue recognition, or fluctuations due to 
foreign currency movements, all of which may impact implied growth rates; 


our ability to realize benefits from strategic partnerships, acquisitions or investments; 


variations in the revenue mix of our services and growth rates of our subscription and support 
offerings, including the timing of software license sales and sales offerings that include an on-premise 
software element for which the revenue allocated to that deliverable is recognized upfront; 


the seasonality of our sales cycle, including software license sales, and timing of contract execution 
and the corresponding impact on revenue recognized at a point in time; 


changes in our pricing policies and terms of contracts, whether initiated by us or as a result of 
competition, customer preference or other factors; 


expenses associated with our pricing policies and terms of contracts, such as the costs of customer SMS 
text usage paid by us and the related impacts to our gross margin; 


the seasonality of our customers’ businesses, especially our Commerce service offering customers, 
including retailers and branded manufacturers; 


fluctuations in foreign currency exchange rates such as with respect to the U.S. Dollar against the Euro 
and British Pound Sterling; 


the amount and timing of operating costs and capital expenditures related to the operations and 
expansion of our business; 


the number of new employees, including the cost to recruit and train such employees; 


the timing of commission, bonus and other compensation payments to employees, including decisions 
to guarantee some portion of commissions payments in connection with extraordinary events; 


the cost, timing and management effort required for the introduction of new features to our services; 


the costs associated with acquiring new businesses and technologies and the follow-on costs of 
integration and consolidating the results of acquired businesses; 


expenses related to our real estate or changes in the nature or extent of our use of existing real estate, 
including our office leases and our data center capacity and expansion; 


timing of additional investments in our enterprise cloud computing application and platform services 
and in our consulting services; 


expenses related to significant, unusual or discrete events, which are recorded in the period in which 
the events occur; 


extraordinary expenses such as litigation or other dispute-related settlement payments; 
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income tax effects resulting from, but not limited to, tax law changes, court decisions on tax matters, 
global tax developments applicable to multinational corporations, changes in operations or business 
structures and acquisition activity; 


the timing of payroll and other withholding tax expenses, which are triggered by the payment of 
bonuses and when employees exercise their vested stock options; 


technical difficulties or interruptions in our services; 


changes in interest rates and our mix of investments, which impact the return on our investments in 
cash and marketable securities; 


conditions, and particularly sudden changes, in the financial markets, which have impacted and may 
continue to impact the value and liquidity of our investment portfolio; 


changes in the fair value of our strategic investments in early-to-late-stage privately held and public 
companies, including temporary impairments, which could negatively and materially impact our 
financial results, particularly in periods of significant market fluctuations; 


equity or debt issuances, including as consideration in or in conjunction with acquisitions; 


the timing of stock awards to employees and the related adverse financial statement impact of having to 
expense those stock awards on a straight-line basis over their vesting schedules; 


evolving regulations of cloud computing and cross-border data transfer restrictions and similar 
regulations; 


regulatory compliance and acquisition costs; and 


the impact of new accounting pronouncements and associated system implementations. 


Many of these factors are outside of our control, and the occurrence of one or more of them might cause our 
operating results to vary widely. If we fail to meet or exceed operating results expectations or if securities 
analysts and investors have estimates and forecasts of our future performance that are unrealistic or that we do 
not meet, the market price of our common stock could decline. In addition, if one or more of the securities 
analysts who cover us adversely change their recommendations regarding our stock, the market price of our 
common stock could decline. 


The market price of our common stock is likely to be volatile and could subject us to litigation. 


The trading prices of the securities of technology companies have historically been highly volatile. 
Accordingly, the market price of our common stock has been and is likely to continue to be subject to wide 
fluctuations. Factors affecting the market price of our common stock include: 


variations in our operating results, earnings per share, cash flows from operating activities, unearned 
revenue, remaining performance obligation, year-over-year growth rates for individual service 
offerings and other financial and non-financial metrics, and how those results compare to analyst 
expectations; 


variations in, and limitations of, the various financial and other metrics and modeling used by analysts 
in their research and reports about our business; 


forward-looking guidance to industry and financial analysts related to, for example, future revenue, 
current remaining performance obligation, cash flows from operating activities and earnings per share, 
the accuracy of which may be impacted by various factors, many of which are beyond our control, 
including general economic and market conditions and unanticipated delays in the integration of 
acquired companies as a result of regulatory review; 


our ability to meet or exceed forward-looking guidance we have given or to meet or exceed the 
expectations of investors, analysts or others; our ability to give forward-looking guidance consistent 
with past practices; and changes to or withdrawal of previous guidance or long-range targets; 
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e changes in the estimates of our operating results or changes in recommendations by securities analysts 
that elect to follow our common stock; 


¢ announcements of technological innovations, new services or service enhancements, strategic alliances 
or significant agreements by us or by our competitors; 


¢ announcements by us or by our competitors of mergers or other strategic acquisitions, or rumors of 
such transactions involving us or our competitors; 


¢ announcements of customer additions and customer cancellations or delays in customer purchases; 


e the coverage of our common stock by the financial media, including television, radio and press reports 
and blogs; 


¢ recruitment or departure of key personnel, such as the recent departure of our former co-CEO; 
e disruptions in our service due to computer hardware, software, network or data center problems; 


e the economy as a whole, geopolitical conditions, including global trade and health concerns, market 
conditions in our industry and the industries of our customers; 


¢ trading activity or positions by a limited number of stockholders who together beneficially own a 
significant portion of our outstanding common stock, as well as other institutional or activist investors; 


e the issuance of shares of common stock by us, whether in connection with an acquisition or a capital- 
raising transaction; 


e the inability to execute on our Share Repurchase Program as planned, including failure to meet internal 
or external expectations around the timing or price of share repurchases, and any reductions or 
discontinuances of repurchases thereunder; 


e issuance of debt or other convertible securities; 
e the inability to conclude that our internal controls over financial reporting are effective; 
e changes to our credit ratings; and 


e ESG and other issues impacting our reputation. 


In addition, if the market for technology stocks or the greater securities market in general experience uneven 
investor confidence, the market price of our common stock has and could in the future decline for reasons 
unrelated to our business, operating results or financial condition. The market price of our common stock has and 
might in the future also decline in reaction to events that affect other companies within, or outside, our industry 
even if these events do not directly affect us. Some companies that have experienced volatility in the trading 
price of their stock have been the subject of securities class action litigation, such as the securities litigation 
against Slack that was brought before our acquisition. Such litigation, whether against Salesforce or an acquired 
subsidiary, could result in substantial costs and a diversion of management’s attention and resources and liability 
resulting from or the settlement of such litigation could result in material adverse impacts to our operating cash 
flows or results of operations for a given period. 


Provisions in our amended and restated certificate of incorporation and bylaws and Delaware law might 
discourage, delay or prevent a change of control of the Company or changes in our management and, 
therefore, depress the market price of our common stock. 


Our amended and restated certificate of incorporation and bylaws contain provisions that could depress the 
market price of our common stock by acting to discourage, delay or prevent a change in control of the Company 
or changes in our management that the stockholders of the Company may deem advantageous. These provisions 
among other things: 


¢ permit the board of directors to establish the number of directors; 
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e authorize the issuance of “blank check” preferred stock that our board could use to implement a 
stockholder rights plan (also known as a “poison pill’); 


¢ prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a 
meeting of our stockholders; 


¢ provide that the board of directors is expressly authorized to make, alter or repeal our bylaws; and 


e establish advance notice requirements for nominations for election to our board or for proposing 
matters that can be acted upon by stockholders at annual stockholder meetings. 


In addition, Section 203 of the Delaware General Corporation Law may discourage, delay or prevent a 
change in control of our company. Section 203 imposes certain restrictions on merger, business combinations 
and other transactions between us and holders of 15 percent or more of our common stock. 


General Risks 


The effects of the COVID-19 pandemic and related public health measures have materially affected how 
we and our customers are operating our businesses, and have in the past materially affected our operating 
results and cash flows; the duration and extent to which this will impact our future results of operations and 
cash flows remain uncertain. 


The COVID-19 pandemic and related public health measures have materially affected how we and our 
customers are operating our businesses, and have in the past materially affected our operating results and cash 
flows; the duration and extent to which this will impact our future results remain uncertain. We have in the past 
and may in the future deem it advisable to alter, postpone or cancel entirely additional customer, employee and 
industry events. 


Changes in our work environment and workforce in the wake of the COVID-19 pandemic have and could in 
the future adversely affect our operations. In particular, although most of our offices have reopened, we have 
offered a significant percentage of our employees the flexibility in the amount of time they work in an office. 
This presents risks for our real estate portfolio and strategy and presents operational and workplace culture 
challenges that may adversely affect our business. Even as the pandemic moves into endemic stages, our 
employees may be exposed to health risks and government directives may require us to again close certain of our 
offices that have since been reopened. 


Our operations were negatively affected by a range of external factors related to the COVID-19 pandemic 
that are not within our control, and COVID-19 remains a public health emergency in certain parts of the world, 
which could impact the operations of our business infrastructure and service providers in such parts of the world 
and delay our security measures, business processes, product development and foreign investments. As we 
continue to monitor the situation and public health guidance throughout the world, we may adjust our current 
policies and practices, and existing and new precautionary measures could negatively affect our operations. 


The duration and extent of the long-term impact of the COVID-19 pandemic and related economic 
conditions on our financial condition or results of operations remains uncertain. Due to our subscription-based 
business model, these effects may not be fully reflected in our results of operations until future periods. If there is 
a substantial impact on our customers’ business or the productivity of our employees or partners, our results of 
operations and overall financial performance may be harmed. The global macroeconomic effects of the 
COVID-19 pandemic and related impacts on our customers’ business operations and their demand for our 
products and services may persist for an indefinite period, even after the COVID-19 pandemic has subsided. In 
addition, the effects of the COVID-19 pandemic may heighten other risks described in this “Risk Factors” 
section. 
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Volatile and significantly weakened global economic conditions have in the past and may in the future 
adversely affect our industry, business and results of operations. 


Our overall performance depends in part on worldwide economic and geopolitical conditions. The United 
States and other key international economies have experienced significant economic and market downturns in the 
past, and are likely to experience additional cyclical downturns from time to time in which economic activity is 
impacted by falling demand for a variety of goods and services, restricted credit, poor liquidity, reduced 
corporate profitability, volatility in credit, equity and foreign exchange markets, inflation, bankruptcies and 
overall uncertainty with respect to the economy. These economic conditions can arise suddenly, as did the 
conditions associated with the COVID-19 pandemic, and the full impact of such conditions can be difficult to 
predict. In addition, geopolitical and domestic political developments, such as existing and potential trade wars 
and other events beyond our control, such as conflict in Europe, have increased levels of political and economic 
unpredictability globally and increase the volatility of global financial markets. Moreover, these conditions have 
affected and may continue to affect the rate of IT spending; could adversely affect our customers’ ability or 
willingness to attend our events or to purchase our enterprise cloud computing services; have delayed and may 
delay customer purchasing decisions; have reduced and may in the future reduce the value and duration of 
customer subscription contracts; and we expect these conditions will adversely affect our customer attrition rates. 
All of these risks and conditions could materially adversely affect our future sales and operating results. 


Natural disasters and other events beyond our control have in the past and may in the future materially 
adversely affect us. 


Natural disasters or other catastrophic events have in the past and may in the future cause damage or 
disruption to our operations, international commerce and the global economy, and thus could have a strong 
negative effect on us. Our business operations, the business operations of third-party providers or suppliers that 
we rely on to conduct our business and the business operations of our customers are subject to interruption by 
natural disasters, fire, power shutoffs or shortages, actual or threatened public health emergencies and other 
events beyond our control. Although we maintain crisis management and disaster response plans, such events 
could make it difficult or impossible for us to deliver our services to our customers, and could decrease demand 
for our services. Our corporate headquarters, and a significant portion of our personnel, research and 
development activities, IT systems and other critical business operations, are located near major seismic faults in 
the San Francisco Bay Area. Because we do not carry earthquake insurance for direct earthquake-related losses, 
with the exception of the building that we own in San Francisco, and significant recovery time could be required 
to resume operations, our financial condition and operating results could be materially and adversely affected in 
the event of a major earthquake or catastrophic event, and the adverse effects of any such catastrophic event 
would be exacerbated if experienced at the same time as another unexpected and adverse event. For example, 
wildfires have resulted in power shut-offs in the San Francisco Bay Area and are likely to occur in the future, and 
this could adversely affect the work-from-home operations of our employees in the San Francisco Bay Area. 


Climate change may have an impact on our business. 


While we seek to mitigate our business risks associated with climate change by establishing robust 
environmental programs and partnering with organizations who are also focused on mitigating their own climate- 
related risks, we recognize that there are inherent climate-related risks wherever business is conducted. Any of 
our primary locations may be vulnerable to the adverse effects of climate change. For example, our offices 
globally have historically experienced, and are projected to continue to experience, climate-related events at an 
increasing frequency, including drought, water scarcity, heat waves, cold waves, flooding, wildfires and resultant 
air quality impacts and power shutoffs associated with wildfire prevention. Furthermore, it is more difficult to 
mitigate the impact of these events on our employees to the extent they work from home. Changing market 
dynamics, global policy developments and the increasing frequency and impact of extreme weather events on 
critical infrastructure in the United States and elsewhere have the potential to disrupt our business, the business 
of third-party providers or suppliers that we rely on to conduct our business and the business of our customers, 
and may cause us to experience higher attrition, losses and additional costs to maintain or resume operations. 
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Additionally, failure to uphold, meet or make timely forward progress against our public commitments and goals 
related to climate action could adversely affect our reputation with investors, suppliers and customers, our 
financial performance or our ability to recruit and retain talent. 


ITEM 1B. UNRESOLVED STAFF COMMENTS 


None. 


ITEM 2. PROPERTIES 


As of January 31, 2023, our executive and principal offices for sales, marketing, professional services, 
development and administration consisted of approximately 1.6 million square feet of leased and owned property 
in San Francisco. Excluded from this amount is approximately 0.8 million square feet in San Francisco that is 
currently sublet, as well as approximately 0.7 million square feet in San Francisco currently available to sublease 
as we continued consolidating and subleasing additional real estate leases in fiscal 2023. 


We also lease office space for our operations in various locations throughout the United States as well as 
office space in a number of countries in Europe, North America, Asia, South America, Africa and Australia. 


We operate data centers in the U.S., Europe and Asia pursuant to various co-location lease arrangements. 


Beginning in the fourth quarter of fiscal 2023, we made a decision to exit or reduce office space in select 
locations within certain markets under operating leases. See Note 10 Restructuring in the notes to the 
consolidated financial statements included in Part II, Item 8, “Financial Statements” of this Annual Report on 
Form 10-K for additional information regarding our select real estate exits and office space reductions within 
certain markets. 


We believe that our existing facilities and offices are adequate to meet our current requirements. If we 
require additional space, we believe that we will be able to obtain such space on acceptable, commercially 
reasonable terms. 


ITEM 3. LEGAL PROCEEDINGS 


We evaluate all claims and lawsuits with respect to their potential merits, our potential defenses and 
counterclaims, settlement or litigation potential and the expected effect on us. Our technologies may be subject to 
injunction if they are found to infringe the rights of a third party. In addition, many of our subscription 
agreements require us to indemnify our customers for third-party intellectual property infringement claims, 
which could increase the cost to us of an adverse ruling on such a claim. 


The outcome of any claims or litigation, regardless of the merits, is inherently uncertain. Any claims and 
other lawsuits, and the disposition of such claims and lawsuits, whether through settlement or litigation, could be 
time-consuming and expensive to resolve, divert our attention from executing our business plan, result in efforts 
to enjoin our activities, lead to attempts by third parties to seek similar claims and, in the case of intellectual 
property claims, require us to change our technology, change our business practices, pay monetary damages or 
enter into short- or long-term royalty or licensing agreements. 


For more information regarding legal proceedings see Note 14 “Legal Proceedings and Claims” to the 
consolidated financial statements in Item 8 of Part II. 


ITEM 4. MINE SAFETY DISCLOSURES 
Not applicable. 
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ITEM 4A. INFORMATION ABOUT OUR EXECUTIVE OFFICERS 


The following sets forth certain information regarding our current executive officers as of February 28, 2023 
(in alphabetical order): 


Name Age Position 

Marc Benioff ..................0. 58 Chair of the Board, CEO and co-Founder 

Parker Harris ii. s0 cease eee dees 56 Director, Chief Technology Officer and co-Founder 
Brent Hyder: .a..icssieiesacaauies Hea 58 President and Chief People Officer 

Brian Millham ................... 53 President and Chief Operating Officer 

Sundeep Reddy ................... 50 Executive Vice President and Chief Accounting Officer 
Srinivas Tallapragada .............. 53 President and Chief Engineering Officer 

AMY WAVED isciccesiscy ba iclaes riedas 55 President and Chief Financial Officer 


Marc Benioff is Chair of the Board, Chief Executive Officer and co-Founder of Salesforce and a pioneer of 
cloud computing. Mr. Benioff has served as Chief Executive Officer since 2001 and under his leadership, 
Salesforce has become the #1 provider of CRM software globally. Mr. Benioff was named Innovator of the 
Decade by Forbes and recognized as one of the World’s 50 Greatest Leaders by Fortune and 10 Best-Performing 
CEOs by Harvard Business Review. As a member of the World Economic Forum (WEF) Board of Trustees, 

Mr. Benioff serves as the inaugural chair of WEF’s Forum Center for the Fourth Industrial Revolution in San 
Francisco. Mr. Benioff currently serves as Chair of the Salesforce Foundation. Mr. Benioff received his B.S. in 
Business Administration from the University of Southern California, where he also serves on the Board of 
Trustees. 


Parker Harris has served as a Director since August 2018 and as our Chief Technology Officer since 
September 2016. Mr. Harris co-founded Salesforce in February 1999 and has served in senior technical positions 
since inception, including Executive Vice President, Technology from December 2004 to February 2013. Prior to 
Salesforce, Mr. Harris co-founded Left Coast Software, a Java consulting firm, and served as its Vice President 
from October 1996 to February 1999. Mr. Harris received his B.A. in English Literature from Middlebury 
College. 


Brent Hyder has served as our President and Chief People Officer since September 2019. Prior to joining 
Salesforce, Mr. Hyder served in several senior management roles at Gap Inc., a global clothing and accessories 
retailer, from 2004 to 2019, including Executive Vice President and Chief People Officer from February 2018 to 
September 2019, Executive Vice President, Global Talent and Sustainability from May 2017 to February 2018, 
Executive Vice President and Chief Operating Officer, Gap from June 2016 to May 2017 and Senior Vice 
President, Human Resources, Gap from September 2014 to June 2016. Mr. Hyder holds a B.A. in Retail 
Management from Brigham Young University. 


Brian Millham has served as our President and Chief Operating Officer since August 2022. Mr. Millham has 
been with Salesforce since its inception in 1999, most recently serving as Chief Customer Success Officer and 
Chief Operating Officer, Global Distribution from February 2022 to August 2022. From February 2021 to 
February 2022, he served as President, Customer Success Group and Chief Operating Officer, Worldwide 
Distribution. From August 2018 to February 2021, Mr. Millham served as President, Customer Success Group. 
From June 2017 to August 2018, Mr. Millham served as Executive Vice President, Americas Commercial, and 
B-to-C Sales, Global Strategy. Previously, Mr. Millham served in various leadership roles in business 
development, account management and sales. Mr. Millham received his B.A. from the University of California, 
Berkeley. 


Sundeep Reddy has served as our Chief Accounting Officer since September 2021. Prior to joining 
Salesforce, Mr. Reddy served in a variety of corporate finance leadership roles at McKesson Corporation, a 


pharmaceutical distribution company, from 2013 to 2021, including Senior Vice President, Controller and Chief 
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Accounting Officer from July 2018 to September 2021, Senior Vice President, Assistant Controller from June 
2017 to July 2018, Senior Vice President, McKesson Technology Solutions Finance and Accounting from March 
2017 to June 2017 and Vice President, Controller of McKesson Technology Solutions from December 2013 to 
February 2017. Mr. Reddy is a Certified Public Accountant and received his B.B.A. from Georgia State 
University and M.B.A. from Emory University. 


Srinivas Tallapragada has served as our President and Chief Engineering Officer since December 2019. 
Prior to this, he served as our President, Technology from June 2018 to December 2019, Executive Vice 
President, Engineering from March 2014 to June 2018 and Senior Vice President, Engineering from May 2012 to 
February 2014. Prior to Salesforce, Mr. Tallapragada served as Senior Vice President at Oracle Corporation from 
April 2011 to June 2012 and as Senior Vice President at SAP Labs from February 2009 to April 2011. 
Previously, Mr. Tallapragada held various technical management roles at Oracle, Infosys and Asian Paints. 

Mr. Tallapragada currently serves on the Board of Directors of GoDaddy Inc. Mr. Tallapragada received his 
masters degree from the School of Human Resources at XLRI, Jamshedpur and B.T. in Computer Science from 
the National Institute of Technology, Warangal. 


Amy Weaver has served as our President and Chief Financial Officer since February 2021. Prior to this, she 
served as our President and Chief Legal Officer from January 2020 to January 2021, President, Legal & 
Corporate Affairs and General Counsel from February 2017 to January 2020, Executive Vice President and 
General Counsel from July 2015 to February 2017 and Senior Vice President and General Counsel from October 
2013 to July 2015. Prior to Salesforce, Ms. Weaver served as Executive Vice President and General Counsel at 
Univar Inc., a global chemical distributor, from December 2010 to June 2013 and Senior Vice President and 
Deputy General Counsel at Expedia, Inc., an online travel services provider, from July 2005 to December 2010. 
Previously, Ms. Weaver practiced law at Cravath, Swaine & Moore LLP and Perkins Coie LLP. She also served 
as a clerk on the U.S. Court of Appeals, Ninth Circuit and as a legislative assistant to a member of the Hong 
Kong Legislative Council. Ms. Weaver currently serves on the Board of Directors of McDonald’s Corporation 
and Habitat for Humanity International. Ms. Weaver received her B.A. in Political Science from Wellesley 
College and J.D. from Harvard Law School. 
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PART II. 
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES 
Market Information for Common Stock 


Our common stock is traded on the New York Stock Exchange under the symbol “CRM.” 


Dividend Policy 


We have never paid any cash dividends on our common stock. Our board of directors currently intends to retain 
any future earnings to support operations and to finance the growth and development of our business and does not 
intend to pay cash dividends on our common stock for the foreseeable future. Any future determination related to our 
dividend policy will be made at the discretion of our board. 


Stockholders 


As of January 31, 2023, there were 433 registered stockholders of record of our common stock, including The 


Depository Trust Company, which holds shares of Salesforce common stock on behalf of an indeterminate number 
of beneficial owners. 


Stock Performance Graph 


The following shall not be deemed incorporated by reference into any of our other filings under the Securities 
Exchange Act of 1934, as amended, or the Securities Act of 1933, as amended. 


The graph below compares the cumulative total stockholder return on our common stock with the cumulative 
total return on the Standard & Poor’s 500 Index (“S&P 500 Index”), Nasdaq Computer & Data Processing Index 
(“Nasdaq Computer’), the Nasdaq 100 Index and the Dow Jones Industrial Average for each of the last five fiscal 
years ended January 31, 2023, assuming an initial investment of $100. Data for the S&P 500 Index, Nasdaq 
Computer, Nasdaq 100 Index and Dow Jones Industrial Average assume reinvestment of dividends. 


The comparisons in the graph below are based upon historical data and are not indicative of, nor intended to 
forecast, future performance of our common stock. 


Comparison of Cumulative Total Return of Salesforce, Inc. 


n 
% 
< 
4 
J 
o 
a) 


Fiscal Fiscal Fiscal 
2018 2020 2022 


=== Salesforce S&P 500 Index === Nasdaq Computer 
Nasdaq 100 Index Dow Jones Industrial Average 


47 


1/31/2018 =—1/31/2019 ~=—-:1/31/2020 = 1/31/2021 =—:1/31/2022 1/31/2023 


Salestoree:: << 2.344224 0 dea caves eee aeks $100 $133 $160 $198 $204 $147 
S&P 500 Index: 24 ss cyeny eed hee haga eee’ 100 96 114 132 160 144 
Nasdaq Computer . 22... ce nee eee cee 100 98 141 206 258 200 
Nasdaq 100 Index ............ 0.00 eee eee eee 100 99 129 186 215 174 
Dow Jones Industrial Average ................ 100 96 108 120 134 130 


Recent Sales of Unregistered Securities 


None. 


Issuer Purchases of Equity Securities 


Share repurchases of the Company’s common stock for the three months ended January 31, 2023 were as 
follows (in millions, except for average price paid per share): 


Total Number of | Approximate Dollar 


Shares Purchased Value of Shares 
as Part of Publicly that May Yet Be 
Total Number of Shares Average Price Paid Announced Purchased Under 
Period Purchased (1) Per Share (2) Program (1) the Program 
November 2022 .............. 6 $150.48 6 $7,400 
December 2022 .............. 9 132.11 9 6,273 
January 2023 ................ 2 139.76 2 6,000 
Wotal -ng.c09340-0%ceave ee 17 17 


(1) In August 2022, the Board of Directors authorized a program to repurchase up to $10.0 billion of the 
Company’s common stock (the “Share Repurchase Program’). In February 2023, the Board of Directors 
authorized an additional $10.0 billion in repurchases under the Share Repurchase Program, for an aggregate 
total authorized of $20.0 billion. The Share Repurchase Program does not have a fixed expiration date and 
does not obligate the Company to acquire any specific number of shares. Under the Share Repurchase 
Program, shares of common stock may be repurchased using a variety of methods, including privately 
negotiated and/or open market transactions, including under plans complying with Rule 10b5-1 under the 
Exchange Act, as part of accelerated share repurchases and other methods. The timing, manner, price and 
amount of any repurchases are determined by the Company in its discretion and depend on a variety of 
factors, including legal requirements, price and economic and market conditions. All repurchases disclosed 
in the table were made pursuant to the publicly announced Share Repurchase Program. 

(2) Average price paid per share includes costs associated with the repurchases, when applicable. 


ITEM 6. RESERVED 


ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 


The following discussion contains forward-looking statements, including, without limitation, our 
expectations and statements regarding our outlook and future revenues, expenses, results of operations, liquidity, 
plans, strategies and management objectives and any assumptions underlying any of the foregoing. Our actual 
results may differ significantly from those projected in the forward-looking statements. Our forward-looking 
statements and factors that might cause future actual results to differ materially from our recent results or those 
projected in the forward-looking statements include, but are not limited to, those discussed in the section titled 
“Forward-Looking Information” and “Risk Factors” of this Annual Report on Form 10-K. Except as required by 
law, we assume no obligation to update the forward-looking statements or our risk factors for any reason. 
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The following section generally discusses fiscal 2023 and 2022 items and year-to-year comparisons between 
fiscal 2023 and 2022, as well as certain fiscal 2021 items. Discussions of fiscal 2021 items and year-to-year 
comparisons between fiscal 2022 and 2021 that are not included in this Form 10-K can be found in 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part II, Item 7 of 
our Annual Report on Form 10-K for the fiscal year ended January 31, 2022. 


Overview 


Salesforce, Inc. is a global leader in customer relationship management (“CRM”) technology that brings 
companies and customers together in the digital age. Founded in 1999, we enable companies of every size and 
industry to take advantage of powerful technologies to connect to their customers in a whole new way and help 
them transform their businesses around the customer in this digital-first world. 


Our Customer 360 platform unites sales, service, marketing, commerce and IT teams by connecting 
customer data across systems, apps and devices to create a complete view of customers. With this single source 
of customer truth, teams can be more responsive, productive and efficient, deliver intelligent, personalized 
experiences across every channel and increase productivity. With Slack, we provide a digital headquarters where 
companies, employees, governments and stakeholders can create success from anywhere. 


We continue to focus on several key growth levers, including driving multiple service offering adoption, 
increasing our penetration with enterprise and international customers and our industry-specific reach with more 
vertical software solutions. These growth levers often require a more sophisticated go-to-market approach and, as 
a result, we may incur additional costs upfront to obtain new customers and expand our relationships with 
existing customers, including additional sales and marketing expenses specific to subscription and support 
revenue. As a result, we have seen that customers with many of these characteristics drive higher annual revenues 
and have lower attrition rates than our company average. 


In addition to our focus on top line growth levers, we are also focused on reducing our operating expenses to 
improve our operating margin. For example, in January 2023, we announced a restructuring plan (the “Plan’’) 
intended to reduce operating costs, improve operating margins, and continue advancing our ongoing commitment 
to profitable growth. The Plan includes a reduction of our workforce by approximately 10 percent and select real 
estate exits and office space reductions within certain markets. We expect to see improvements in our operating 
expenses across all operating categories, with the most opportunity in sales and marketing expense and general 
and administrative expenses. We plan to continue to grow and innovate our business and service offerings and 
expand our leadership role in the cloud computing industry. 


Highlights from the Fiscal Year 2023 
¢ Revenue: For fiscal 2023, revenue was $31.4 billion, an increase of 18 percent year-over-year. 


e Earnings per Share: For fiscal 2023, diluted earnings per share was $0.21 as compared to diluted 
earnings per share of $1.48 from a year ago. 


¢ Cash: Cash provided by operations for fiscal 2023 was $7.1 billion, an increase of 19 percent year- 
over-year. Total cash, cash equivalents and marketable securities as of January 31, 2023 was 
$12.5 billion. 


e Remaining Performance Obligation: Total remaining performance obligation as of January 31, 2023 
was approximately $48.6 billion, an increase of 11 percent year-over-year. Current remaining 
performance obligation as of January 31, 2023 was approximately $24.6 billion, an increase of 
12 percent year-over-year. 


e Share Repurchase Program: In August 2022, our Board of Directors authorized a program to 
repurchase up to $10.0 billion of our common stock. During the fiscal year ended January 31, 2023, we 
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repurchased approximately 28 million shares of our common stock for approximately $4.0 billion. As 
of January 31, 2023, we were authorized to purchase a remaining $6.0 billion of our common stock 
under the Share Repurchase Program. In February 2023, the Board of Directors authorized an 
additional $10.0 billion in repurchases under the Share Repurchase Program, for an aggregate total 
authorized of $20.0 billion. 


e Restructuring: In January 2023, we announced a restructuring plan (the “Plan’’) intended to reduce 
operating costs, improve operating margins, and continue advancing our ongoing commitment to 
profitable growth. The Plan includes a reduction of our workforce and select real estate exits and office 
space reductions within certain markets. For fiscal 2023, we incurred approximately $828 million 
related to the Plan. 


While we continue to see growth in our total revenues, macroeconomic factors have impacted our business 
and our customers’ businesses in ways that are difficult to isolate and quantify. Beginning in July 2022, we saw 
more measured buying behavior from our customers resulting in stretched sales cycles, additional approval layers 
required from our customers and deal compression. These trends continued in the second half of fiscal 2023. 
Slower growth in new and renewal business, particularly if sustained, impacts our remaining performance 
obligation, revenues and our ability to meet financial guidance and long-term targets. 


In addition, the expanding global scope of our business and the heightened volatility of global markets, 
expose us to the risk of fluctuations in foreign currency markets. Foreign currency fluctuations negatively 
impacted revenues by approximately four percent in the fiscal year ended January 31, 2023 and negatively 
impacted our current remaining performance obligation by approximately one percent as of January 31, 2023 
compared to what we would have reported as of January 31, 2022 using constant currency rates. During fiscal 
2023, the United States Dollar has strengthened significantly against certain foreign currencies in the markets in 
which we operate, particularly against the Euro, British Pound Sterling and Japanese Yen. Based on the 
continued volatility in foreign currency markets, we expect lower revenue growth in the near-term compared to 
past results. If these conditions continue throughout fiscal 2024, they could have a material adverse impact on 
our near-term results and our ability to accurately predict our future results and earnings. The impact of these 
fluctuations could also be compounded by the seasonality of our business in which our fourth quarter has 
historically been our strongest quarter for new business and renewals. 


Fiscal Year 


Our fiscal year ends on January 31. References to fiscal 2023, for example, refer to the fiscal year ended 
January 31, 2023. 


Operating Segments 


We operate as one segment. See Note | “Summary of Business and Significant Accounting Policies” to the 
consolidated financial statements for a discussion about our segments. 


Sources of Revenues 


We derive our revenues from two sources: subscription and support revenues and professional services and 
other revenues. Subscription and support revenues accounted for approximately 93 percent of our total revenues 
for fiscal 2023. 


Subscription and support revenues include subscription fees from customers accessing our enterprise cloud 
computing services (collectively, “Cloud Services”’), software license revenues from the sales of term and 
perpetual licenses, and support revenues from the sale of support and updates beyond the basic subscription fees 
or related to the sales of software licenses. Our Cloud Services allow customers to use our multi-tenant software 
without taking possession of the software. Revenue is generally recognized ratably over the contract term. 
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Subscription and support revenues also include revenues associated with term and perpetual software licenses 
that provide the customer with a right to use the software as it exists when made available. Revenues from 
software licenses are generally recognized at the point in time when the software is made available to the 
customer. Revenue from support and updates is recognized as such support and updates are provided, which is 
generally ratably over the contract term. Changes in contract duration for multi-year licenses can impact the 
amount of revenues recognized upfront. Revenues from software licenses represent less than ten percent of total 
subscription and support revenue for fiscal 2023. 


The revenue growth rates of each of our service offerings, as described below in “Results of Operations,” 
fluctuate from quarter to quarter and over time. Additionally, we manage the total balanced product portfolio to 
deliver solutions to our customers and, as a result, the revenue result for each offering is not necessarily 
indicative of the results to be expected for any subsequent quarter. In addition, some of our Cloud Service 
offerings have similar features and functions. For example, customers may use our Sales, Service or Platform 
service offerings to record account and contact information, which are similar features across these service 
offerings. Depending on a customer’s actual and projected business requirements, more than one service offering 
may Satisfy the customer’s current and future needs. We record revenue based on the individual products ordered 
by a customer, not according to the customer’s business requirements and usage. 


Our growth in revenues is also impacted by attrition. Attrition represents the reduction or loss of the 
annualized value of our contracts with customers. We calculate our attrition rate at a point in time on a trailing 
twelve-month basis as of the end of each month. As of January 31, 2023, our attrition rate, excluding MuleSoft, 
Tableau and Slack, was below 7.5 percent. Beginning in the first quarter of fiscal 2024, Mulesoft and Tableau 
will be included in our attrition rate calculation, which we expect to slightly increase our attrition rate going 
forward. 


We continue to maintain a variety of customer programs and initiatives, which, along with increasing 
enterprise adoption, have helped keep our attrition rate consistent as compared to the prior year. Consistent 
attrition rates play a role in our ability to maintain growth in our subscription and support revenues. 


Seasonal Nature of Unearned Revenue, Accounts Receivable and Operating Cash Flow 


Unearned revenue primarily consists of billings to customers for our subscription service. Over 90 percent 
of the value of our billings to customers is for our subscription and support service. We generally invoice our 
customers in advance, in annual installments, and typical payment terms provide that our customers pay us 
within 30 days of invoice. Amounts that have been invoiced are recorded in accounts receivable and in unearned 
revenue or in revenue depending on whether transfer of control to customers has occurred. In general, we collect 
our billings in advance of the subscription service period. We typically issue renewal invoices in advance of the 
renewal service period, and depending on timing, the initial invoice for the subscription and services contract and 
the subsequent renewal invoice may occur in different quarters. There is a disproportionate weighting toward 
annual billings in the fourth quarter, primarily as a result of large enterprise account buying patterns. Our fourth 
quarter has historically been our strongest quarter for new business and renewals. The year-on-year compounding 
effect of this seasonality in both billing patterns and overall new and renewal business causes the value of 
invoices that we generate in the fourth quarter for both new business and renewals to increase as a proportion of 
our total annual billings. Accordingly, because of this billing activity, our first quarter is typically our largest 
collections and operating cash flow quarter. Generally, our third quarter has historically been our smallest 
operating cash flow quarter. Unearned revenues, accounts receivable and operating cash flow may also be 
impacted by acquisitions. For example, operating cash flows may be adversely impacted by acquisitions due to 
transaction costs, financing costs such as interest expense and lower operating cash flows from the acquired 
entity. 
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Remaining Performance Obligation 


Our remaining performance obligation represents all future revenue under contract that has not yet been 
recognized as revenue and includes unearned revenue and unbilled amounts. Our current remaining performance 
obligation represents future revenue under contract that is expected to be recognized as revenue in the next 12 
months. 


Remaining performance obligation is not necessarily indicative of future revenue growth and is influenced 
by several factors, including seasonality, the timing of renewals, average contract terms, foreign currency 
exchange rates and fluctuations in new business growth. Remaining performance obligation is also impacted by 
acquisitions. Unbilled portions of the remaining performance obligation denominated in foreign currencies are 
revalued each period based on the period end exchange rates. For multi-year subscription agreements billed 
annually, the associated unbilled balance and corresponding remaining performance obligation are typically high 
at the beginning of the contract period, zero just prior to renewal, and increase if the agreement is renewed. Low 
remaining performance obligation attributable to a particular subscription agreement is often associated with an 
impending renewal but may not be an indicator of the likelihood of renewal or future revenue from such 
customer. Changes in contract duration or the timing of delivery of professional services can impact remaining 
performance obligation as well as the allocation between current and non-current remaining performance 
obligation. 


Cost of Revenues and Operating Expenses 
Cost of Revenues 


Cost of subscription and support revenues primarily consists of expenses related to delivering our service 
and providing support, including the costs of data center capacity, certain fees paid to various third parties for the 
use of their technology, services and data, employee-related costs such as salaries and benefits, and allocated 
overhead. Our cost of subscription and support revenues also includes amortization of acquisition-related 
intangible assets, such as the amortization of the cost associated with an acquired company’s research and 
development efforts. Also included in the cost of subscription and support revenues are expenses incurred 
supporting the free user base of Slack, including third-party hosting costs and employee-related costs, including 
stock-based compensation expense, specific to customer experience and technical operations. 


Cost of professional services and other revenues consists primarily of employee-related costs associated 
with these services, including stock-based compensation expense, the cost of subcontractors, certain third-party 
fees and allocated overhead. We believe that our professional services organization facilitates the adoption of our 
service offerings, helps us to secure larger subscription revenue contracts and supports our customers’ success. 
The cost of professional services may exceed revenues from professional services in future fiscal periods. 


Research and Development 


Research and development expenses consist primarily of salaries and related expenses, including stock- 
based compensation expense and allocated overhead. 


Marketing and Sales 


Marketing and sales expenses make up the majority of our operating expenses and consist primarily of 
salaries and related expenses, including stock-based compensation expense and commissions, for our sales and 
marketing staff, as well as payments to partners, marketing programs and allocated overhead. Marketing 
programs consist of advertising, events, corporate communications, brand building and product marketing 
activities. We capitalize certain costs to obtain customer contracts, such as commissions, and amortize these costs 
on a straight-line basis. As such, the timing of expense recognition for these commissions is not consistent with 
the timing of the associated cash payment. 
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Our marketing and sales expenses include amortization of acquisition-related intangible assets, such as the 
amortization of the cost associated with an acquired company’s trade names, customer lists and customer 
relationships. 


General and Administrative 


General and administrative expenses consist primarily of salaries and related expenses, including stock- 
based compensation expense, for finance and accounting, legal, internal audit, human resources and management 
information systems personnel, professional services fees and allocated overhead. 


We allocate overhead such as information technology infrastructure, rent and occupancy charges based on 
headcount. Employee benefit costs and taxes are allocated based upon a percentage of total compensation 
expense. As such, these types of expenses are reflected in each cost of revenue and operating expense category. 


Restructuring 


Restructuring, related to the January 2023 Plan, consist primarily of charges related to employee transition, 
severance payments, employee benefits and share-based compensation as well as exit charges associated with 
office space reductions. The actions associated with the employee restructuring under the Plan are expected to be 
substantially complete by the end of our fiscal 2024, subject to local law and consultation requirements. The 
actions associated with the real estate restructuring under the Plan are expected to be fully complete in fiscal 
2026. Restructuring excludes allocated overhead. 


Critical Accounting Policies and Estimates 


Our consolidated financial statements are prepared in accordance with accounting principles generally 
accepted in the United States. The preparation of these consolidated financial statements requires us to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, costs and expenses and 
related disclosures. On an ongoing basis, we evaluate our estimates and assumptions. Our actual results may 
differ from these estimates under different assumptions or conditions. 


We believe that of our significant accounting policies, which are described in Note | “Summary of Business 
and Significant Accounting Policies” to our consolidated financial statements, the following accounting policies 
and specific estimates involve a greater degree of judgment and complexity. 


Revenue Recognition - Contracts with Multiple Performance Obligations. We enter into contracts with our 
customers that may include promises to transfer multiple Cloud Services, software licenses, premium support and 
professional services. A performance obligation is a promise in a contract with a customer to transfer products or 
services that are distinct. Determining whether products and services are distinct performance obligations that 
should be accounted for separately or combined as one unit of accounting may require significant judgment. 


Cloud Services and software licenses are distinct as such offerings are often sold separately. In determining 
whether professional services are distinct, we consider the following factors for each professional services 
agreement: availability of the services from other vendors, the nature of the professional services, the timing of 
when the professional services contract was signed in comparison to the subscription start date and the 
contractual dependence of the service on the customer’s satisfaction with the professional services work. To date, 
we have generally concluded that professional services included in contracts with multiple performance 
obligations are distinct. 


We allocate the transaction price to each performance obligation on a relative standalone selling price 
(“SSP”) basis. The SSP is the price at which we would sell a promised product or service separately to a 
customer. Judgment is required to determine the SSP for each distinct performance obligation. We determine 
SSP by considering our overall pricing objectives and market conditions. Significant pricing practices taken into 
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consideration include our discounting practices, the size and volume of our transactions, the customer 
demographic, the geographic area where services are sold, price lists, our go-to-market strategy, historical sales 
and contract prices. In instances where we do not sell or price a product or service separately, we determine the 
estimated standalone selling price using information that may include market conditions or other observable 
inputs. As our go-to-market strategies evolve, we may modify our pricing practices in the future, which could 
result in changes to SSP. 


In certain cases, we are able to establish SSP based on observable prices of products or services sold 
separately in comparable circumstances to similar customers. We use a single amount to estimate SSP when it 
has observable prices. If SSP is not directly observable, for example when pricing is highly variable, we use a 
range of SSP. We determine the SSP range using information that may include pricing practices or other 
observable inputs. We typically have more than one SSP for individual products and services due to the 
stratification of those products and services by customer size and geography. 


Business Combinations. Accounting for business combinations requires us to make significant estimates and 
assumptions, especially at the acquisition date with respect to tangible and intangible assets acquired and 
liabilities assumed and pre-acquisition contingencies. We use our best estimates and assumptions to accurately 
assign fair value to the tangible and intangible assets acquired and liabilities assumed at the acquisition date as 
well as the useful lives of those acquired intangible assets. 


Critical estimates in valuing certain of the intangible assets and goodwill we have acquired are: 


e future expected cash flows from subscription and support contracts, professional services contracts, 
other customer contracts and acquired developed technologies and patents; 


e historical and expected customer attrition rates and anticipated growth in revenue from acquired 
customers; 


¢ assumptions about the period of time the acquired trade name will continue to be used in our offerings; 
e discount rates; 

* uncertain tax positions and tax-related valuation allowances assumed; 

e fair value of assumed equity awards; and 


e fair value of pre-existing relationships. 


Unanticipated events and circumstances may occur that may affect the accuracy or validity of such 
assumptions, estimates or actual results. 


Income Taxes. Valuation allowances are established when necessary to reduce deferred tax assets to the 
amounts that are more likely than not expected to be realized based on the weighting of positive and negative 
evidence. Future realization of deferred tax assets ultimately depends on the existence of sufficient taxable 
income of the appropriate character, for example, ordinary income or capital gains, within the carryback or 
carryforward periods available under the applicable tax law. We regularly review the deferred tax assets for 
recoverability based on historical taxable income, projected future taxable income, the expected timing of the 
reversals of existing temporary differences and tax planning strategies. Our judgment regarding future 
profitability may change due to many factors, including future market conditions and the ability to successfully 
execute our business plans and tax planning strategies. Should there be a change in the ability to recover deferred 
tax assets, our income tax provision would increase or decrease in the period in which the assessment is changed. 


Our tax positions are subject to income tax audits by multiple tax jurisdictions throughout the world. We 
recognize the tax benefit of an uncertain tax position only if it is more likely than not that the position is 
sustainable upon examination by the taxing authority, based on the technical merits. The tax benefit recognized is 
measured as the largest amount of benefit which is greater than 50 percent likely to be realized upon settlement 
with the taxing authority. We recognize interest accrued and penalties related to unrecognized tax benefits in our 
income tax provision. 


54 


Strategic Investments. Accounting for strategic investments in privately held debt and equity securities in 
which we do not have a controlling interest or significant influence requires us to make significant estimates and 
assumptions. 


Valuations of privately held securities are inherently complex and require judgment due to the lack of 
readily available market data. Privately held debt and equity securities are valued using significant unobservable 
inputs or data in an inactive market and the valuation requires our judgment due to the absence of market prices 
and inherent lack of liquidity. The carrying values of our privately held equity securities are adjusted if there are 
observable price changes in a same or similar security from the same issuer or if there are identified events or 
changes in circumstances that may indicate impairment, as discussed below. In determining the estimated fair 
value for these investments, we utilize the most recent data available and apply valuation methods, including the 
market approach and option pricing models (“OPM”), adjusted to reflect the specific rights and preferences of 
the classes of securities we hold. Such information available to us from investee companies is supplemented with 
estimates such as volatility and expected time to liquidity. 


We assess our privately held debt and equity securities strategic investment portfolio quarterly for 
impairment. Our impairment analysis encompasses an assessment of both qualitative and quantitative analyses of 
key factors including the investee’s financial metrics, market acceptance of the product or technology, and the 
rate at which the investee is using its cash. Depending on our contractual rights as an investor, investee specific 
information available to us to make this assessment may be limited or may be available on a delayed basis. If the 
investment is considered to be impaired, we record the investment at fair value by recognizing an impairment 
through the consolidated statement of operations and establishing a new carrying value for the investment. 


The particular privately held debt and equity securities we hold, and their rights and preferences relative to 
those of other securities within the capital structure, may impact the magnitude by which our investment value 
moves in relation to movement of the total enterprise value of the company. As a result, our investment value in a 
specific company may move by more or less than any change in the value of that overall company. An immediate 
decrease of ten percent in the enterprise values of our largest privately held equity securities, representing 
37 percent of our total strategic investments as of January 31, 2023, could result in a $115 million reduction in 
the value of our investment portfolio. 


Results of Operations 


The following tables set forth selected data for each of the periods indicated (in millions): 


Fiscal Year Ended January 31, 


% of % of % of 
Total Total Total 
2023 Revenues 2022 Revenues 2021 Revenues 
Revenues: 
Subscription and support .............. $29,021 93% $24,657 93% $19,976 94% 
Professional services and other ......... 2,331 7 1,835 7 1,276 6 
Total revenues ...............04. 31,352 100 26,492 100 21,252 100 
Cost of revenues (1)(2): 
Subscription and support .............. 5,821 19 5,059 19 4,154 20 
Professional services and other ......... 2,539 8 1,967 8 1,284 6 
Total cost of revenues ............ 8,360 27 7,026 27 5,438 26 
GfOSs: profit’ ...c)23646-40 s2hie seeds S hd dae aes 22,992 73 19,466 3 15,814 74 
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Fiscal Year Ended January 31, 


% of % of % of 
Total Total Total 
2023 Revenues 2022 Revenues 2021 Revenues 


Operating expenses (1)(2): 


Research and development .............. $ 5,055 $16 $ 4,465 $17 $ 3,598 $17 
Marketing and sales ................04. 13,526 43 11,855 44 9,674 45 
General and administrative .............. 2,553 8 2,598 10 2,087 10 
REStnictinINg . 2.656 cse een eee wees 828 3 0 0 0 0 
Total operating expenses ........... 21,962 _70 18,918 it 15,359 72 
Income from operations ..................-. 1,030 3 548 2 455 2 
Gains (losses) on strategic investments, net ..... (239) (1) 1,211 5 2,170 10 
Otherexpense> ai. s.c4-e ews ddenbsaw ees (131) 0 (227) (1) (64) 0 
Income before benefit from (provision for) 
imcome taxeS ....... 0... eee eee ees 660 2 1,532 6 2,561 12 
Benefit from (provision for) income taxes ...... (452) (1) (88) (1) 1,511 7 
Net income ........ 0.0.0 cece eee cee eee $ 208 1% $1,444 5% $4,072 19% 


(1) Amounts related to amortization of intangible assets acquired through business combinations, as follows (in 


millions): 
Fiscal Year Ended January 31, 
% of % of % of 
Total Total Total 
2023 Revenues 2022 Revenues 2021 Revenues 
Cost of revenues ...... 0.0... ccc cece ee eee tees $1,035 3% $897 3% $662 3% 
Marketing and sales ......... 0.0.0.0. ee eee eee eee 916 3 727 3 459 2 


(2) Amounts related to stock-based compensation expense, as follows (in millions): 


Fiscal Year Ended January 31, 


% of % of % of 
Total Total Total 
_2023 Revenues _ 2022 Revenues 2021 Revennes 

Cost of revenues .. 0.0.0.0... cc cee eee eee eee eee ee $ 499 2% $$ 386 1% $241 1% 
Research and development .....................4. 1,136 3 918 4 703 4 
Marketing and sales ............. 0. cee ee eee eee 1,256 4 1,104 4 941 4 
General and administrative .................000005 368 1 371 1 305 1 
ReSHUCtWNINS os tte eee ea eee eae ts 20 0 0 0 0 0 


The following table sets forth selected balance sheet data and other metrics for each of the periods indicated 
(in millions, except remaining performance obligation, which is presented in billions): 


As of 
January 31, January 31, 
2023 2022 
Cash, cash equivalents and marketable securities ............. $12,508 $10,537 
Uneamed TEVENUE: si iedosesch edie he Siege Gee OK Oe Gab Ae does 17,376 15,628 
Remaining performance obligation ...................-0005 48.6 43.7 
Principal due on our outstanding debt obligations (1) .......... 10,682 10,686 


(1) Amounts do not include operating or financing lease obligations. 
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Remaining performance obligation represents contracted revenue that has not yet been recognized, which 
includes unearned revenue and unbilled amounts that will be recognized as revenue in future periods. 


Impact of Acquisitions 


The comparability of our operating results for the fiscal year ended January 31, 2023 compared to the same 
period in fiscal 2022 was impacted by our recent acquisitions, including the acquisition of Slack Technologies, 
Inc. (“Slack”) in July 2021, our largest acquisition to date, such that approximately six months of Slack revenues 
and expenses are included in fiscal 2022 whereas 12 months of Slack operations are included in fiscal 2023. In 
our discussion of changes in our results of operations for the fiscal year ended January 31, 2023 compared to the 
same period in fiscal 2022, we may quantitatively disclose the impact of our acquired products and services for 
the one-year period subsequent to the acquisition date for the growth in certain of our revenues where such 
discussions would be meaningful. Expense contributions from our recent acquisitions for each of the respective 
period comparisons generally were not separately identifiable due to the integration of these businesses into our 
existing operations or were insignificant to our results of operations during the periods presented. 


Fiscal Year Ended January 31, 2023 and 2022 


Revenues 
Fiscal Year Ended 
January 31, Variance 
(in millions) 2023 2022 Dollars Percent 
Subscription and support ...........-..00000e sees $29,021 $24,657 $4,364 18% 
Professional services and other .................00. 2,331 1,835 496 27 
Total revenues ...... 0.0... cece eee eee eens $31,352 $26,492 $4,860 18% 


The increase in subscription and support revenues for fiscal 2023 was primarily caused by volume-driven 
increases from new business, which includes new customers, upgrades, additional subscriptions from existing 
customers and acquisition activity. Pricing was not a significant driver of the increase in revenues for either 
period. Revenues from term and perpetual software licenses, which are recognized at a point in time, represent 
approximately six percent and seven percent of total subscription and support revenues for fiscal 2023 and 2022, 
respectively. Subscription and support revenues accounted for approximately 93 percent of our total revenues for 
fiscal 2023 and 2022. 


For business combinations prior to fiscal 2023, we recorded unearned revenue related to acquired contracts 
from acquired entities at fair value on the date of acquisition. As a result, we did not recognize certain revenues 
related to these acquired contracts that the acquired entities would have otherwise recorded as an independent 
entity. In fiscal 2023, we adopted Accounting Standards Update No. 2021-08, “Business Combinations (Topic 
805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers” (“ASU 2021-08”) 
which requires contract liabilities (i.e., unearned revenue) acquired in a business combination to be recognized 
and measured in accordance with ASC 606, Revenue from Contracts with Customers, thereby eliminating the 
previously unrecognized would-be revenue. The adoption of ASU 2021-08 did not materially impact our results 
of operations in fiscal 2023. 


The increase in professional services and other revenues was due primarily to the higher demand for 
services from an increased number of customers. 
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Subscription and Support Revenues by Service Offering 


Subscription and support revenues consisted of the following (in millions): 


Fiscal Year Ended January 31, 


As a % of Total Subscription As a % of Total Subscription 
20s. _ Sn RUppore Ravens Ae ne ouppore Revenues. Ghowih Eat 

Dales. .233 24s eeates $ 6,831 24% $ 5,989 24% 14% 
Service ............. 7,369 25 6,474 26 14 
Platform and Other... . 5,967 20 4,509 19 32 
Marketing and 

Commerce ........ 4,516 16 3,902 16 16 
CF ee 4,338 “15 3,783 1s 15 
i ne ee $29,021 100% $24,657 100% 18% 


Our Industry Offerings revenue is included in one of the above service offerings depending on the primary 
service purchased. Slack revenues are included in Platform and Other. Data is comprised of revenue from 
Analytics and Integration service offerings. 


Data subscription and support revenues include revenues from term and perpetual software licenses, which 
are recognized at the point in time when the software is made available to the customer. Therefore, we expect 
Data to experience greater volatility in revenues period to period compared to our other service offerings. 
Additionally, as we transition customers within the Data offering from perpetual and term software licenses to 
subscription based services, revenue associated with such customers will generally be recognized ratably over the 
contract term, resulting in potentially less revenue in the period the customer transitions but potentially 
increasing revenues over the remaining term. 


Revenues by Geography 
Fiscal Year Ended January 31, 


Asa % of Asa % of 
Total Total Growth 
(in millions) 2023 Revenues 2022 Revenues Rate 
AmericaS .......0 ccc cee ceeeeceeeeas $21,250 68% $17,983 68% 18% 
Bano pe: stave 0c5 oes eG ete eee ees 7,163 23 6,016 23 19 
ASia Pacific: oc ctnacadaties ou aneesiee 2,939 9 2,493 9 18 
POA gis c Sasson aya dena Getecneca se ateeees $31,352 100% $26,492 100% 18% 


Revenues by geography are determined based on the region of the Salesforce contracting entity, which may 
be different than the region of the customer. The increase in revenues across all regions was due primarily to the 
continued execution of our business and growth strategy, including increasing our geographic reach primarily 
through extending our go-to-market capabilities globally. During fiscal 2023, revenues outside of the Americas 
were negatively impacted by foreign currency fluctuations by approximately ten percent compared to fiscal 2022. 


Cost of Revenues 


Fiscal Year Ended January 31, 
Asa % of Asa % of 


Total Total Variance 
(in millions) 2023 Revenues 2022 Revenues Dollars 
Subscription and support ................. $5,821 19% $5,059 19% $ 762 
Professional services and other ............ 2,539 8% 1,967 8% 572 
Total cost of revenues ...............000. $8,360 27% $7,026 27% $1,334 
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For fiscal 2023, the increase in cost of revenues was primarily due to an increase of $638 million in 
employee-related costs, including stock-based compensation expense. We have increased our headcount 
associated with our data centers, customer support and professional services by 27 percent since fiscal 2022 to 
meet the higher demand for services from our customers as well as from our fiscal 2023 acquisition of Traction 
on Demand. Fiscal 2023 cost of revenues, as a percentage of revenues, were consistent to that of fiscal 2022. 


We intend to continue to invest additional resources in our enterprise cloud computing services and data 
center capacity to allow us to scale with our customers and continuously evolve our security measures. We also 
plan to add employees in our professional services group to facilitate the adoption of our services. The timing of 
these expenses is expected to affect our cost of revenues, both in terms of absolute dollars and as a percentage of 
revenues, in the near term. 


Operating Expenses 


Fiscal Year Ended January 31, 


Asa % Asa % 

of Total of Total Variance 
fovtnilligns) a 
Research and development .....................0.000. $ 5,055 16% $ 4,465 17% $ 590 
Marketing and sales 1.0.2... 0... 0c cece 13,526 43 11,855 44 1,671 
General and administrative ......... 0.00.00 cece eee eee 2,553 8 2,598 10 (45) 
ReStHUClUIIN 9 3..4. 308 ae Vee Ped Beige Sa geadee se 828 3 0 0 828 
Total operating expenses ........ 00... e cece eee eee $21,962 70% $18,918 71% $3,044 


For fiscal 2023, the increase in research and development expenses was primarily due to an increase of 
approximately $547 million in employee-related costs, including stock-based compensation expense. Our 
research and development headcount increased by three percent since fiscal 2022 in order to improve and extend 
our service offerings, develop new technologies and integrate acquired companies. Fiscal 2023 research and 
development expenses, as a percentage of revenues, decreased compared to fiscal 2022 primarily due to our 
hiring pause that began in the second half of fiscal 2023 as well as our January 2023 restructuring plan. 


We expect that research and development expenses will increase in absolute dollars and may increase as a 
percentage of revenues in the near term as we continue to invest in technology to support the development of 
new, and improve existing, technologies and the integration of acquired technologies. 


For fiscal 2023, the increase in marketing and sales expenses was primarily due to an increase of 
$1.3 billion in employee-related costs, including the amortization of deferred commissions and stock-based 
compensation expense. Our marketing and sales headcount increased by three percent since fiscal 2022 primarily 
due to hiring additional sales personnel to focus on adding new customers and increasing penetration within our 
existing customer base. Fiscal 2023 marketing and sales expenses as a percentage of revenue decreased 
compared to fiscal 2022 primarily due to our hiring pause that began in the second half of fiscal 2023, our 
January 2023 restructuring plan and decreased marketing expenses. 


We expect that marketing and sales expenses will increase in absolute dollars and may decrease as a 
percentage of revenues in the near term as we focus on leveraging our self-serve and partner-led channels and 
increasing our sales productivity. 


For fiscal 2023, the decrease in general and administrative expenses was primarily due to decreased third- 
party and miscellaneous expenses. Our general and administrative headcount increased by five percent since 
fiscal 2022 as we added personnel to support our growth. General and administrative expenses, as a percentage of 
revenue, decreased primarily due to our hiring pause in the second half of fiscal 2023, our January 2023 
restructuring plan and real estate exits that occurred in fiscal 2023. 


59 


We expect that general and administrative expenses may increase in absolute dollars and may decrease as a 
percentage of revenues in the near term as we continue to invest in process efficiency initiatives. 


In fiscal 2023, approximately $828 million of costs were incurred related to the January 2023 restructuring 
plan, of which approximately $683 million relates to employee transition, severance payments, employee 
benefits and stock-based compensation expense and $145 million relates to exit charges associated with office 
space reductions. We expect to incur approximately $600 million to $1.1 billion in charges in connection with 
the Plan in the near term. 


Other Income and Expenses 


Fiscal Year Ended 

__January 31, __ Variance 
(in millions) 2023 2022 Dollars 
Gains (losses) on strategic investments, net ............... $(239) $1,211 $1,450) 
COUNET EX PENS sis scacstasecick seierauuhte ee a igca em only aaa ger aha acdagracactonth (131) (227) 96 


Gains (losses) on strategic investments, net consists primarily of mark-to-market adjustments related to our 
publicly held equity securities, observable price adjustments related to our privately held equity securities and 
other adjustments including impairments. Our strategic investment portfolio continues to be affected by high 
public equity market volatility as well as challenging market conditions for companies in which we hold private 
equity or debt investments. In fiscal 2023 these factors resulted in impairments on privately held equity and debt 
securities of $491 million, partially offset by $180 million in unrealized gains on privately held equity securities. 


Other expense primarily consists of interest expense on our debt as well as our finance leases, offset by 
interest income on our marketable securities portfolio. Other expense decreased primarily due to an increase in 
investment income from rising interest rates offset by an increase in interest expense primarily driven by our 
issuance of $8.0 billion Senior Notes in July 2021. 


Benefit From (Provision For) Income Taxes 


Fiscal Year Ended 
_January 31,_ ok Variance 
(in millions) 2023 2022 Dollars 
Provision for income taxeS ....... 0... $(452) $(88)  $(364) 
BR ective tax Pate 2. 2-:. 6:83 fester gen. g ete ve ate Geahaneemralen eee am dadath 68% 6% 


In fiscal 2023, we recognized a tax provision of $452 million on a pretax income of $660 million. The 
majority of the tax provision was related to taxes from profitable jurisdictions outside of the United States which 
includes withholding taxes. Our effective tax rate may fluctuate due to changes in our domestic and foreign 
earnings, or material discrete tax items, or a combination of these factors resulting from transactions or events, 
for example, acquisitions, changes to our operating structure and other macroeconomic factors. 


In fiscal 2022, we recognized a tax provision of $88 million on a pretax income of $1.5 billion. Our tax 
provision was primarily due to taxes from profitable jurisdictions outside of the United States, which was offset 
by a net US tax benefit primarily due to excess tax benefits from stock based compensation. 


The Inflation Reduction Act was signed into law in August 2022. The Inflation Reduction Act introduced 


new provisions, including a 15 percent corporate alternative minimum tax for certain large corporations that have 
at least an average of $1 billion adjusted financial statement income over a consecutive three-tax-year period. 
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The corporate minimum tax will be effective for fiscal 2024. While we do not anticipate this change to be 
significant, it could impact our consolidated financial position. We continue to monitor and analyze new 
information, interpretations and guidance. 


Fiscal Year Ended January 31, 2022 and 2021 


For a discussion of the year ended January 31, 2022 compared to the year ended January 31, 2021, refer to 
Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in 
our Annual Report on Form 10-K for the year ended January 31, 2022. 


Liquidity and Capital Resources 


At January 31, 2023, our principal sources of liquidity were cash, cash equivalents and marketable securities 
totaling $12.5 billion and accounts receivable of $10.8 billion. Our cash equivalents and marketable securities are 
comprised primarily of corporate notes and obligations, U.S. treasury securities, U.S. agency obligations, asset- 
backed securities, foreign government obligations, mortgage-backed obligations, covered bonds, time deposits, 
money market mutual funds and municipal securities. Our credit agreement (the “Revolving Loan Credit 
Agreement”), which as of January 31, 2023 provides the ability to borrow up to $3.0 billion in unsecured 
financing (the “Credit Facility”), also serves as a source of liquidity. 


Cash from operations could continue to be affected by various risks and uncertainties, including, but not 
limited to, the risks detailed in Part I, Item 1A titled “Risk Factors.” We believe our existing cash, cash 
equivalents, marketable securities, cash provided by operating activities, unbilled amounts related to contracted 
non-cancelable subscription agreements, which is not reflected on the balance sheet, and, if necessary, our 
borrowing capacity under our Credit Facility will be sufficient to meet our working capital, capital expenditure 
and debt maintenance needs over the next 12 months. 


In the future, we may enter into arrangements to acquire or invest in complementary businesses, services 
and technologies and intellectual property rights. To facilitate these acquisitions or investments, we may seek 
additional equity or debt financing, which may not be available on terms favorable to us or at all, impacting our 
ability to complete subsequent acquisitions or investments. 


Cash Flows 


For fiscal 2023, 2022 and 2021 our cash flows were as follows (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
Net cash provided by operating activities ............. $7,111 $6,000 $4,801 
Net cash used in investing activities ................. (1,989) (14,536) (3,971) 
Net cash provided by (used in) financing activities ..... (3,562) 7,838 1,194 


Operating Activities 


The net cash provided by operating activities during fiscal 2023 was related to net income of $208 million, 
adjusted for non-cash items including $3.8 billion of depreciation and amortization and $3.3 billion related to 
stock-based compensation expense. Cash provided by operating activities can be significantly impacted by 
factors such as growth in new business, timing of cash receipts from customers, vendor payment terms and 
timing of payments to vendors. Cash provided by operating activities during fiscal 2023 was further benefited by 
the change in unearned revenue of $1.7 billion, partially offset by the change in costs capitalized to obtain 
revenue contracts, net of $2.3 billion and accounts receivable, net of $1.0 billion due to cash collections. Cash 
provided by operating activities was impacted by the provision from the Tax Cuts and Jobs Act of 2017 which 
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became effective in fiscal 2023 and requires the capitalization and amortization of research and development 
costs. The change increased our cash taxes paid in fiscal 2023. As our business continues to grow and our 
expenses remain in line with or less than our revenue growth, we expect to continue to see growth in net cash 
provided by operating activities. 


The net cash provided by operating activities during fiscal 2022 was primarily related to net income of 
$1.4 billion, adjusted for non-cash items including $3.3 billion of depreciation and amortization and $2.8 billion 
related to stock-based expense offset by $1.2 billion related to gains on strategic investments. Cash provided by 
operating activities during fiscal 2022 was further benefited by the change in unearned revenue of $2.6 billion, 
partially offset by accounts receivable, net of $1.8 billion. 


Investing Activities 


The net cash used in investing activities during fiscal 2023 was primarily related to capital expenditures of 
$798 million, net outflows of $557 million from marketable securities activity, cash consideration for 
acquisitions of approximately $439 million and net outflows of $195 million from strategic investment activity. 


The net cash used in investing activities during fiscal 2022 was primarily related to cash consideration for 
the acquisitions of Slack and Acumen, as well as other acquisitions, net of cash acquired, of approximately 
$14.9 billion. Net cash used in investing activities was impacted by net inflows of $574 million from marketable 
securities activity and $483 million from strategic investment activity. 


Financing Activities 


Net cash used in financing activities during fiscal 2023 consisted primarily of $4.0 billion from repurchases 
of common stock partially offset by $861 million from proceeds from equity plans. 


Net cash provided by financing activities during fiscal 2022 consisted primarily of $7.9 billion of net 
proceeds from our July 2021 issuance of Senior Notes and $1.3 billion from proceeds from equity plans, partially 
offset by payments related to the Slack Convertible Notes, net of associated capped call proceeds of $1.2 billion. 


Debt 


As of January 31, 2023, we had senior unsecured debt outstanding, with maturities starting in April 2023 
through July 2061. The total carrying value of this debt was $10.6 billion, of which $1.0 billion is related to the 
2023 Senior Notes due in the next 12 months. In addition, we had senior secured notes outstanding related to our 
loan on our purchase of an office building located at 50 Fremont Street in San Francisco (“50 Fremont”), due in 
June 2023, with a total carrying value of $182 million. We were in compliance with all debt covenants as of 
January 31, 2023. 


In December 2020, we entered into the Revolving Loan Credit Agreement, which provides for a $3.0 billion 
unsecured revolving Credit Facility that matures in December 2025. There were no outstanding borrowings under 
the Credit Facility as of January 31, 2023. We may use the proceeds of future borrowings under the Credit 
Facility for general corporate purposes, which may include, without limitation, financing the consideration for, 
fees, costs and expenses related to any acquisition. In April 2022, we amended the Revolving Loan Credit 
Agreement to reflect certain immaterial administrative changes. 


We do not have any special purpose entities and we do not engage in off-balance sheet financing 
arrangements. 
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Share Repurchase Program 


In August 2022, the Board of Directors authorized a program to repurchase up to $10.0 billion of our 
common stock (the “Share Repurchase Program’’). The Share Repurchase Program does not have a fixed 
expiration date and does not obligate us to acquire any specific number of shares. During the fiscal year ended 
January 31, 2023, we repurchased approximately 28 million shares of our common stock for approximately 
$4.0 billion at an average cost of $144.94. All repurchases were made in open market transactions. As of 
January 31, 2023, we were authorized to purchase a remaining $6.0 billion of the Company’s common stock 
under the Share Repurchase Program. In February 2023, the Board of Directors authorized an additional 
$10.0 billion in repurchases under the Share Repurchase Program, for an aggregate total authorized of 
$20.0 billion. Subsequent to January 31, 2023, we have paid approximately $0.3 billion through March 6, 2023 
for additional shares under the Share Repurchase Program. 


The Inflation Reduction Act was signed into law in August 2022. It introduced a new | percent excise tax 
imposed on certain stock repurchases made after December 31, 2022. It did not impact our financing cash flows 
in fiscal 2023. The excise tax may apply to future repurchases and could impact our financing cash flows. 


Contractual Obligations 


Our principal commitments consist of obligations under leases for office space, co-location data center 
facilities and our development and test data center, as well as leases for computer equipment, software, furniture 
and fixtures. As of January 31, 2023, the future non-cancelable minimum payments under these commitments 
were approximately $4.7 billion, with payments of $933 million due in the next 12 months and $3.8 billion due 
thereafter. As of January 31, 2023, we have additional operating leases that have not yet commenced totaling 
$0.4 billion. We generally expect to satisfy these commitments with cash on hand and cash provided by operating 
activities. 


In addition to our leasing arrangements, we have other contractual commitments associated with agreements 
that are enforceable and legally binding, including those with infrastructure service providers. Our total 
commitments under these agreements are $6.5 billion, of which payments of $1.1 billion are due in the next 12 
months and $5.4 billion are due thereafter. We generally expect to satisfy these commitments with cash on hand 
and cash provided by operating activities. 


During fiscal 2023 and in future fiscal years, we have made, and expect to continue to make, additional 
investments in our infrastructure to scale our operations to increase productivity and enhance our security 
measures. We plan to upgrade or replace various internal systems to scale with our overall growth. While we 
continue to make investments in our infrastructure including offices, information technology and data centers, as 
well as investments with infrastructure service providers, to provide capacity for the growth of our business, our 
strategy may continue to change related to these investments and we may slow the pace of our investments. 


Other Future Obligations 


Our overall acquisition strategy may evolve to require integration and business operation changes that may 
result in incremental income tax costs. The timing and amount of a tax cash payment, if any, is uncertain and 
would be based upon a number of factors, including our integration plans, valuations related to intercompany 
transactions, the tax rate in effect at the time, potential negotiations with the taxing authorities and potential 
litigation. Additionally, as we utilize our remaining tax credits and net operating loss carryforwards, we expect 
an increase in future cash taxes. 


The Inflation Reduction Act was signed into law in August 2022. The Inflation Reduction Act introduced 
new provisions, including a 15 percent corporate alternative minimum tax for certain large corporations that have 
at least an average of $1 billion adjusted financial statement income over a consecutive three-tax-year period. 
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The corporate minimum tax will be effective in fiscal 2024. While we do not anticipate this change to be 
significant, it could impact our consolidated financial position. We continue to monitor and analyze new 
information, interpretation and guidance. 


Additionally, related to the restructuring plan announced in January 2023, we expect approximately 
$1.2 billion to $1.7 billion in future cash expenditures, primarily related to workforce costs such as severance 
payments. 


Environmental, Social, Governance 


We believe the business of business is to make the world a better place for all of our stakeholders, including 
our stockholders, customers, employees, partners, the planet and the communities in which we work and live. We 
believe that values drive value, and that effectively managing our priority Environmental, Social and Governance 
(“ESG’) topics will help create long-term value for our investors. We also believe that transparently disclosing 
the goals and relevant metrics related to our ESG programs will allow our stakeholders to be informed about our 
progress. 


Our ESG disclosures include our annual stakeholder impact report, our Task Force on Climate-Related 
Financial Disclosures (““TCFD”) report, Sustainability Bond report and others as required by location regulations. 
The disclosures are informed by an internal ESG prioritization assessment refreshed in fiscal 2022, which 
assessed topics based on their potential impact to both our own enterprise value creation and the environment and 
society more broadly. The assessment gathered input from a number of our key internal and external 
stakeholders, such as investors, customers, suppliers, our employees and executives, non-governmental 
organizations and sector organizations. Our ESG disclosures are also informed by relevant topics identified 
through third-party ESG reporting organizations, frameworks and standards, such as the TCFD. More 
information on our key ESG programs, goals and commitments, and key metrics can be found in our annual 
Stakeholder Impact Report, https://salesforce.com/stakeholder-impact-report. 


Website references throughout this document are provided for convenience only, and the content on the 
referenced websites is not incorporated by reference into this report. 


While we believe that our ESG goals align with our long-term growth strategy and financial and operational 
priorities, they are aspirational and may change, and there is no guarantee or promise that they will be met. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 


We are exposed to financial market risks, including changes in foreign currency exchange rates, interest 
rates and equity investment risks. This exposure has increased due to recent financial market movements and 
changes to our expectations of near-term possible movements caused by the impact of the macroeconomic 
environment and COVID-19 as discussed in more detail below. 


Foreign Currency Exchange Risk 


We primarily conduct our business in the following locations: the United States, Europe, Canada, Latin 
America, Asia Pacific and Japan. The expanding global scope of our business exposes us to the risk of 
fluctuations in foreign currency markets, including emerging markets. This exposure is the result of selling in 
multiple currencies, growth in our international investments, including data center expansion, costs associated 
with third-party infrastructure providers, additional headcount in foreign countries, and operating in countries 
where the functional currency is the local currency. Specifically, our results of operations and cash flows are 
subject to fluctuations in the following currencies: the Euro, British Pound Sterling, Japanese Yen, Canadian 
Dollar, Australian Dollar and Brazilian Real against the United States Dollar (“USD”). These exposures may 
change over time as business practices evolve and economic conditions change, including market impacts 
associated with COVID-19. Changes in foreign currency exchange rates could have an adverse impact on our 
financial results and cash flows. 


Foreign Currency Transaction Risk 


Our foreign currency exposures typically arise from selling annual and multi-year subscriptions in multiple 
currencies, customer accounts receivable, intercompany transfer pricing arrangements and other intercompany 
transactions. Our foreign currency management objective is to minimize the effect of fluctuations in foreign 
exchange rates on selected assets or liabilities without exposing us to additional risk associated with transactions 
that could be regarded as speculative. 


We pursue our objective by utilizing foreign currency forward contracts to offset foreign exchange risk. Our 
foreign currency forward contracts are generally short-term in duration. We neither use these foreign currency 
forward contracts for trading purposes nor do we currently designate these forward contracts as hedging 
instruments pursuant to Accounting Standards Codification 815, Derivatives and Hedging. Accordingly, we 
record the fair values of these contracts as of the end of our reporting period to our consolidated balance sheets 
with changes in fair values recorded to our consolidated statements of operations. Given the short duration of the 
forward contracts, the amount recorded is not significant. Our ultimate realized gain or loss with respect to 
foreign currency exposures will generally depend on the size and type of cross-currency transactions that we 
enter into, the currency exchange rates associated with these exposures and changes in those rates, the net 
realized gain or loss on our foreign currency forward contracts and other factors. 


Foreign Currency Translation Risk 


Fluctuations in foreign currencies impact the amount of total assets, liabilities, revenues, operating expenses 
and cash flows that we report for our foreign subsidiaries upon the translation of these amounts into USD. Total 
revenue during the fiscal year ended January 31, 2023, was negatively impacted by approximately four percent 
compared to the fiscal year ended January 31, 2022. In addition, fluctuations in USD against international 
currencies negatively impacted our current remaining performance obligation by approximately one percent as of 
January 31, 2023 compared to what we would have reported as of January 31, 2022 using constant currency 
rates. 
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Interest Rate Sensitivity 


We had cash, cash equivalents and marketable securities totaling $12.5 billion as of January 31, 2023. This 
amount was invested primarily in money market funds, time deposits, corporate notes and bonds, government 
securities and other debt securities with credit ratings of at least BBB or better. The cash, cash equivalents and 
marketable securities are held for general corporate purposes, including acquisitions of, or investments in, 
complementary businesses, services or technologies, working capital and capital expenditures. Our investments 
are made for capital preservation purposes. We do not enter into investments for trading or speculative purposes. 


Our cash equivalents and our portfolio of marketable securities are subject to market risk due to changes in 
interest rates. Fixed-rate securities may have their market value adversely impacted due to a rise in interest rates, 
while floating rate securities may produce less income than expected if interest rates fall. Due in part to these 
factors, our future investment income may fall short of expectations due to changes in interest rates or we may 
suffer losses in principal if we are forced to sell securities that decline in market value due to changes in interest 
rates. However, because we classify our debt securities as “available for sale,” no gains or losses are recognized 
due to changes in interest rates unless such securities are sold prior to maturity or due to expected credit losses. 


Our fixed-income portfolio is also subject to interest rate risk. An immediate increase or decrease in interest 
rates of 100 basis points at January 31, 2023 could result in a $56 million market value reduction or increase of 
the same amount. This estimate is based on a sensitivity model that measures market value changes when 
changes in interest rates occur. Fluctuations in the value of our investment securities caused by a change in 
interest rates (gains or losses on the carrying value) are recorded in other comprehensive loss, net, and are 
realized only if we sell the underlying securities. 


At January 31, 2022, we had cash, cash equivalents and marketable securities totaling $10.5 billion. 
Changes in interest rates of 100 basis points would have resulted in market value changes of $58 million. 


Market Risk and Market Interest Risk 


We deposit our cash with multiple financial institutions. 


Debt 


We maintain debt obligations that are subject to market interest risk, as follows (in millions): 


Principal 
Outstanding as of 
Instrument Maturity Date January 31,2023 Interest Terms Contractual Interest Rate 
2023 Senior Notes ............... April 2023 $1,000 Fixed 3.25% 
Loan assumed on 50 Fremont ...... June 2023 182 Fixed 3.75 
2024 Senior Notes ............... July 2024 1,000 Fixed 0.625 
Credit Facility................0.. December 2025 0 Floating N/A 
2028 Senior Notes ............... April 2028 1,500 Fixed 3.70 
2028 Senior Sustainability Notes .... July 2028 1,000 Fixed 1.50 
2031 Senior Notes ............... July 2031 1,500 Fixed 1.95 
2041 Senior Notes ............... July 2041 1,250 Fixed 2.70 
2051 Senior Notes ............... July 2051 2,000 Fixed 2.90 
2061 Senior Notes ............... July 2061 1,250 Fixed 3.05 


The borrowings under our Credit Facility bear interest, at our option, at a base rate plus a spread of 0.00% to 
0.125% or an adjusted benchmark rate plus a spread of 0.50% to 1.125%, in each case with such spread being 
determined based on our credit rating. We are also obligated to pay an ongoing commitment fee on undrawn 
amounts. As of January 31, 2023, there was no outstanding borrowing amount under the Credit Facility. 
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The bank counterparties to our derivative contracts potentially expose us to credit-related losses in the event 
of their nonperformance. To mitigate that risk, we only contract with counterparties who meet the minimum 
requirements under our counterparty risk assessment process. We monitor ratings, credit spreads and potential 
downgrades on at least a quarterly basis. Based on our ongoing assessment of counterparty risk, we adjust our 
exposure to various counterparties. We generally enter into master netting arrangements, which reduce credit risk 
by permitting net settlement of transactions with the same counterparty. However, we do not have any master 
netting arrangements in place with collateral features. 


Strategic Investments 


As of January 31, 2023, our strategic investment portfolio consisted of investments in over 400 companies 
with a combined carrying value of $4.7 billion, including two privately held investments with carrying values 
that were individually greater than five percent of the total strategic investments portfolio and represented sixteen 
percent of the portfolio in aggregate. 


The following table sets forth additional information regarding active equity investments within our 
strategic investment portfolio as of January 31, 2023 and excludes exited investments (in millions): 


Unrealized Gains Unrealized Losses Carrying Value as of 


Investment Type Capital Invested (Cumulative) (Cumulative) January 31, 2023 
Publicly held equity securities ......... $ 2 $ 2 $ (1) $ 3 
Privately held equity securities ........ 3,611 1,310 (321) 4,600 
Total equity securities ............... $3,613 $1,312 $(322) $4,603 


We anticipate additional volatility to our consolidated statements of operations due to changes in market prices, 
observable price changes and impairments to our investments. These changes could be material based on market 
conditions and events. While historically our strategic investment portfolio has had a positive impact on our financial 
results, that may not be true for future periods, particularly in periods of significant market fluctuations that affect 
our equity securities within our strategic investments portfolio. Volatility in the global market conditions, including 
recent economic disruptions, inflation and ongoing volatility in the public equity markets, may impact our strategic 
investment portfolio and our financial results may fluctuate from historical results and expectations. 


Our investments in privately held securities are in various classes of equity which may have different rights and 
preferences. The particular securities we hold, and their rights and preferences relative to those of other securities 
within the capital structure, may impact the magnitude by which our investment value moves in relation to 
movement of the total enterprise value of the company. As a result, our investment value in a specific company may 
move by more or less than any change in value of that overall company. An immediate decrease of ten percent in the 
enterprise values of our largest privately held equity securities, representing 37 percent of our total strategic 
investments as of January 31, 2023, could result in a $115 million reduction in the value of our investment portfolio. 
Fluctuations in the value of our privately held equity investments are only recorded when there is an observable 
transaction for a same or similar investment of the same issuer or in the event of impairment. 


We continually evaluate our investments in privately held and publicly traded companies. In certain cases, 
our ability to sell these investments may be impacted by contractual obligations to hold the securities for a set 
period of time after a public offering. 


In addition, the financial success of our investment in any company is typically dependent on a liquidity 
event, such as a public offering, acquisition or other favorable market event reflecting appreciation to the cost of 
our initial investment. All of our investments, particularly those in privately held companies, are therefore subject 
to a risk of partial or total loss of invested capital. 
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ITEM 8. FINANCIAL STATEMENTS 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 


The following financial statements are filed as part of this Annual Report on Form 10-K: 


Reports of Independent Registered Public Accounting Firm (PCAOB ID: 42) ....................2. 
Consolidated Balance: Sheets’ ..i.4.s0 068 das daa aansia deeb oP vate Boas ee Aadee eae eau 
Consolidated Statements of Operations ........ 0.0... ccc cence eee eee 
Consolidated Statements of Comprehensive Income ............ 0.00.0 c eee eee ee 
Consolidated Statements of Stockholders’ Equity ....... 0.0... eee cee eee 
Consolidated Statements of Cash Flows .... 0.0.0.0... cece cece cent eenee 


Notes to Consolidated Financial Statements ........ 0.000000 cette eee enna 
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Report of Independent Registered Public Accounting Firm 


To the Stockholders and Board of Directors of Salesforce, Inc. 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of Salesforce, Inc. (the Company) as of 
January 31, 2023 and 2022, the related consolidated statements of operations, comprehensive income, 
stockholders’ equity and cash flows for each of the three years in the period ended January 31, 2023, and the 
related notes (collectively referred to as the “consolidated financial statements”). In our opinion, the consolidated 
financial statements present fairly, in all material respects, the financial position of the Company at January 31, 
2023 and 2022, and the results of its operations and its cash flows for each of the three years in the period ended 
January 31, 2023, in conformity with U.S. generally accepted accounting principles. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of January 31, 2023, based 
on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) and our report dated March 8, 2023 expressed an 
unqualified opinion thereon. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on the Company’s financial statements based on our audits. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with 
the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the 
risks of material misstatement of the financial statements, whether due to error or fraud, and performing 
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding 
the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting 
principles used and significant estimates made by management, as well as evaluating the overall presentation of 
the financial statements. We believe that our audits provide a reasonable basis for our opinion. 


Critical Audit Matters 


The critical audit matters communicated below are matters arising from the current period audit of the 
financial statements that were communicated or required to be communicated to the audit committee and that: 
(1) relate to accounts or disclosures that are material to the financial statements and (2) involved our especially 
challenging, subjective or complex judgments. The communication of critical audit matters does not alter in any 
way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating 
the critical audit matters below, providing separate opinions on the critical audit matters or on the accounts or 
disclosures to which they relate. 
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Description of 
the Matter 


How We 
Addressed the 
Matter in Our 
Audit 


Revenue Recognition 


As described in Note 1| to the consolidated financial statements, the Company recognizes 
revenue primarily from subscription and support services and professional services contracts in 
an amount that reflects the consideration the Company expects to receive in exchange for those 
products or services. The Company enters into contracts with its customers that may include 
promises to transfer multiple cloud services, software licenses, premium support and 
professional services. Significant judgment may be required by the Company in determining 
revenue recognition for these customer agreements, including the determination of whether 
products and services are considered distinct performance obligations and the determination of 
standalone selling prices, particularly for products and services that are not sold separately. 


Auditing the Company’s accounting for revenue contracts with customers required significant 
judgment to assess management’s determination of performance obligations and standalone 
selling prices. 


We obtained an understanding, evaluated the design and tested the operating effectiveness of 
controls over the Company’s process to identify performance obligations and allocate the 
transaction price to those performance obligations, including controls over determining 
standalone selling prices. 


To test the Company’s judgments and conclusions related to the identification of performance 
obligations and determination of standalone selling prices, our audit procedures included, 
among others, obtaining an understanding of the Company’s various service offerings and 
evaluating management’s conclusions regarding which were distinct. We read a sample of 
executed contracts to assess management’s evaluation of significant terms, including the 
determination of distinct performance obligations, and the related standalone selling price. We 
evaluated the information utilized to determine standalone selling price and we tested the 
mathematical accuracy of the Company’s calculations. 
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Description of 
the Matter 


How We 
Addressed the 
Matter in Our 
Audit 


Impairment of Strategic Investments 


As described in Note | to the consolidated financial statements, the Company holds investments 
in privately held equity securities, which are assessed for impairment at least quarterly. The 
Company’s impairment analysis encompasses an assessment of both qualitative and quantitative 
factors, including the investee’s financial metrics, market acceptance of the investee’s product 
or technology and the rate at which the investee is using its cash. Significant judgment may be 
required by the Company in determining if an investment is impaired based on the information 
available about the investee. 


Auditing the Company’s accounting for impairment of privately held equity securities required 
significant judgment to evaluate management’s assessment of impairment indicators to evaluate 
whether investments are impaired considering the current economic environment. 


We obtained an understanding, evaluated the design and tested the operating effectiveness of 
controls over the Company’s process to identify impaired privately held equity securities, 
including controls over assessing impairment indicators. 


To test the Company’s judgments and conclusions related to impairment of privately held 
equity securities, our audit procedures included, among others, obtaining an understanding of 
the nature of the privately held equity securities and evaluating the Company’s assessment of 
both qualitative and quantitative factors. We read the Company’s analysis of a sample of 
investments and available information including financial metrics and cash usage. We evaluated 
the information available to determine the appropriateness of the Company’s conclusions of 
whether the investments are impaired. 


/s/ Ernst & Young LLP 


We have served as the Company’s auditor since 2002. 


San Francisco, California 


March 8, 2023 
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Report of Independent Registered Public Accounting Firm 


To the Stockholders and Board of Directors of Salesforce, Inc. 


Opinion on Internal Control over Financial Reporting 


We have audited Salesforce, Inc.’s (the Company’s) internal control over financial reporting as of January 31, 
2023, based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) (the COSO criteria). In our opinion, the Company 
maintained, in all material respects, effective internal control over financial reporting as of January 31, 2023, based on 
the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated balance sheets of the Company as of January 31, 2023 and 2022, and the 
related consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows for each of 
the three years in the period ended January 31, 2023, and the related notes, and our report dated March 8, 2023 
expressed an unqualified opinion thereon. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting and 
for its assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on the 
Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with 
the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal 
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was 
maintained in all material respects. 


Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a 
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control Over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Ernst & Young LLP 


San Francisco, California 
March 8, 2023 
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Salesforce, Inc. 


Consolidated Balance Sheets 
(in millions) 


Assets 

Current assets: 
Cash and cash equivalents 1.1... 0... 2 eee cece een eee 
Marketable securities 0... 0.0... ene een e eee n teens 
Accounts réceivable; Net: <.:5. 06 d.s8 e084 eg Oe aes wills bbe dda ee beached vee 
Costs capitalized to obtain revenue contracts, net ..... 0... ee eee eee eee 
Prepaid expenses and other current assets ......... 00... 0c eee eee eee ee 


TO tal CUnPent-ASSEUS: 5.5:/5.5.c24,4ru- ecto aid dade asda ae REGS He NEESER ENS ROMS «A 
Property and equipment, net .... 0.0... cece eee e tee eens 
Operating lease right-of-use assets, net... 2.2... eee ees 
Noncurrent costs capitalized to obtain revenue contracts, net ..... 0.0.0... eee eee eee 
Stralepic INVESUMENS® ci ede seme Seed wade eas hea Poe MERE ase ES 
Goodwill ni incesdd sees tares eobss et Ghote ea eee deme eee edediemaaaends 
Intangible assets acquired through business combinations, net ...............0-000- 
Deferred tax assets and other assets, net... 0.02... 0. cc eee cee eee eee eee 


Total SSCS: .2::-6-2)b edekn hed Sakae th eRA ae OO RANE seared Boag edt e bed beled 


Liabilities and stockholders’ equity 

Current liabilities: 
Accounts payable, accrued expenses and other liabilities ..................0.. 
Operating lease liabilities, current ......... 0.0... eee eee ee 
UnGarmed TEVENUG: «vs aes eRe ak Did cea hee a se Phd oank eee aye St Apeee eh 
De BEcCumreinG 5.8 8deeo, cae case eeortc ete Rts eid: oegee asenetente ae, Poses 


Total. current abies: «35:4: 2:5.ds9e esadow Satacace wheres. ee atk a as Pye Roe a Berm a tieesolandtienting dest 
Noncurtent: debt jsieis goes ds bona eed Hak ee ad we Sd Seed tesiiee en ede eda ee 
Noncurrent operating lease liabilities .. 2... 2... eee eae 
Other noncurrent liabilities ©... 0... cece eee eee ene 


‘Total abilities? 2:6 ieicpes-ob 2008 saw te HORE he ble etd ad bea ete beh baled 


Commitments and contingencies (See Notes 6 and 14) 
Stockholders’ equity: 
Preferred stock, $0.001 par value; 5 shares authorized and none issued and 
OUtStaN ING 3 sees a Seether RSD AE A One Rrae eee ehee eae ee 
Common stock, $0.001 par value; 1,600 shares authorized, 1,009 and 989 issued 
and outstanding at January 31, 2023 and 2022, respectively ................. 
Mreasury StOCk, atCOSt> a. s.:e08 ear addenda dae epee ee aaa ees Remed des 
Additional paid-in capital .. 0.0... cc eects 
Accumulated other comprehensive loss ......... 0.0.0... cece cece eee eee ee 
Retained eamings: ois.0 osc 4 dete wad es vive gee Gate ees sd das ee aes oR eRe EA 


Total stockholders” €Quity os.1.¢.6s:4-c.c0e Satake phakhe oe eee oe aed ate eden daa 
Total liabilities and stockholders’ equity ........ 0... 0. cece cee eee 


See accompanying Notes. 
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January 31, January 31, 
2023 2022 
$ 7,016 $ 5,464 
5,492 5,073 
10,755 9,739 

1,776 1,454 
1,356 1,120 
26,395 22,850 
3,702 2,815 
2,890 2,880 
2,697 2,342 
4,672 4,784 
48,568 47,937 
7,125 8,978 
2,800 2,623 
$98,849 $95,209 
$ 6,743 $ 5,470 
590 686 
17,376 15,628 
1,182 4 
25,891 21,788 
9,419 10,592 
2,897 2,703 
2,283 1,995 
40,490 37,078 
0 0 

1 1 
(4,000) 0 
55,047 50,919 
(274) (166) 
7,585 Tati 
58,359 58,131 
$98,849 $95,209 


Salesforce, Inc. 


Consolidated Statements of Operations 
(in millions, except per share data) 


Fiscal Year Ended January 31, 


2023 2022 2021 
Revenues: 
Subscription and support...c30220 0c odaeeiaevawiadiedeaees Caw See eE RE Reb $29,021 $24,657 $19,976 
Professional services and other ......... 0... c ccc ccc ec nen ence nnn 2,331 1,835 1,276 
POUAITEVEMUCSS x. plea Mia be eal Noa deabcuitse ss lauldadatuidadao dose Mut ceaterscdn Mrctientaheaeesceyep tureserdheneonsind 31,352 26,492 21,252 
Cost of revenues (1)(2): 
Subscription and support: ..23 62 s-ceee sere sa eeiew as ae ae debe ea mae ee eee d Swe be 5,821 5,059 4,154 
Professional services and other ........0. 0... c ccc ce eee tence eens 2,539 1,967 1,284 
Total COStOF TEVEMUES. jo eosnc29).cciec sit SeaodaRuseasrivasdrildstaue taut Shateosanlelenerst anette bie lsiectelodySeans 8,360 7,026 5,438 
GLOSS Prolite ccs fas Soe se eh G achat tthe Waele Ge Phd edie eh oe bach ae Ma ol ecard aaa 22,992 19,466 15,814 
Operating expenses (1)(2): 
Research and: development: ::.c0¢5 42a Nakteetontadees eee Gaede pa aR ee eS 5,055 4,465 3,598 
Marketing and Sales... tise MespsndSnyacasnyin Yon denecttades. Aoave.ctrabid kop dagrtetcbundabeshiene hue Meuearwedebredceel 13,526 11,855 9,674 
General and administrative: «62.52 sas nes hah Aba DRA AO a eee oS 25999 2,598 2,087 
Restructuring: (Note: IO) 5 ie eke cb Gad area ju eke eek Pee ae NO eae RNR ed 828 0) 0 
‘Total operating €xpenses:s. chive ca wedanad os4 bees tee nes hase eae os 21,962 18,918 15,359 
INCOME APOMVOPEFALONS 5.12.6 anc. auhcrorclagndeds duende, Ruguibeevencecuaeetonn aoglbshaasisdanq balm aaoalbus au aiduBea 1,030 548 455 
Gains (losses) on strategic investments, Net ........ 0. cece eee eee eee (239) 1,211 2,170 
Other expense: o.cdoi00.kcieeseetaddnun seb adeedee Vhdadds Ciaee sees oheade eee (131) (227) (64) 
Income before benefit from (provision for) income taxes .......... 0.0 c eee eee ee eee 660 1,532 2,561 
Benefit from (provision for) income taxes (3) 21... . cece eee teen eee (452) (88) 1,511 
INGEANCOME® i a5 Saisie dhe add arated tain od whe sewod Spba dda wee dbsrchd pee ebdeae ado $ 208 $ 1,444 $ 4,072 
Basic net Corie per Share: y.9.c0-cie sec ee vasley tanta vide Seat Gwew eee aed iaedod $ 0.21 $ 151 $ 4.48 
Diltited net micOme per: Sane: oo... sige hie hage pails beds dinwacenigcdostin Sc apis, Raceudianss edeyarcdbneb beste a ceased $ 0.21 $ 148 $ 4.38 
Shares used in computing basic net income per share ......... 0.0.0. c eee eee eee 992 955 908 
Shares used in computing diluted net income per share .......... 0.0.00 eee eee eee eee 997 974 930 


(1) Amounts include amortization of intangible assets acquired through business combinations, as follows: 


Fiscal Year Ended January 31, 


2023 2022 2021 
Cost Of PEVENUES  & < ss. casita Fhe dias owes ae Se Reds Seals 4a ey Ade ees $ 1,035 $ 897 $ 662 
Marketing: and Sales? i. a3 24.3 ost ahs kite, cee hare DRO aw apnea ents hoa been 916 727 459 


(2) Amounts include stock-based compensation expense, as follows: 


Fiscal Year Ended January 31, 


2023 2022 2021 
GOSH OF TEVEMUES  % ec Ciafiayar csciectiace hu sci.a. Base bettistvarsdccat dates ei beh. Giltuk ae fibtar tty deta paseeeeeasoons $ 499 $ 386 $ 241 
Research:and development ss... 6.6 Vasc eee eee) Ca ee Ce ely aes 1,136 918 703 
Marketing andisales:. 4 .gcunescawaes datas cate be sd edna meomecd, egcnce 1,256 1,104 941 
General and administrative: oc ...66605c4cac0s Soa cae ewe Gt ons ed aa siese eae bo 368 371 305 
REStUuCtUr 8 3 5 Gis cecimuce tee ee eateniad aed ede Daa dewl eee eee Mie Sees 20 0 0 


(3) During fiscal 2021, the Company recorded approximately $2.0 billion of a one-time benefit from a discrete 
tax item related to the recognition of deferred tax assets resulting from an intra-entity transfer of intangible 


property. 


See accompanying Notes. 
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Salesforce, Inc. 


Consolidated Statements of Comprehensive Income 
(in millions) 


Fiscal Year Ended January 31, 
2023 2022 2021 


INGE INC OMIG ee cases se eee saes cranes whe. dae cen ee ees dott ae, Rtmnsendte Aesaceedad ad seca emeneee eases $208 $1,444 $4,072 
Other comprehensive income (loss), net of reclassification adjustments: 

Foreign currency translation and other gains (losses) ..............002 02 eee (35) (55) 40 

Unrealized gains (losses) on marketable securities and privately held debt 

SCCUMIIGS: a aratiw act gcvmse opeed oh ew eaiate an tle wees ee dk eels da settee (94) (83) 15 

Other comprehensive income (loss), before tax ........... 0000 c eee eee eee (129) (138) 55 
TAX CMGCE: be3 stented a yd Bae eho SEG aei hamahsee eee ead pew Medea ene eee See 21 14 (4) 
Other comprehensive income (loss), net 2... 2... eee eee ee eee (108) (124) 51 
Comprehensive income... . 0.066 54 eck eee eee cede eee ean owen en ene cee $100 $1,320 $4,123 


See accompanying Notes. 
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Salesforce, Inc. 


Consolidated Statements of Stockholders’ Equity 
(in millions) 


- Accumulated 
_Common Stock _Treasury Stock Paid ps ae Retained Stockholders’ 
Shares Amount Shares Amount Capital Loss Earnings Equity 
Balance at January 31, 2020....... 893 $1 0 $ 0 $32,116 $ (93) $1,861 $33,885 
Common stock issued ........ 26 0 0 0 1,295 0 0 1,295 
Stock-based compensation 
EXPENSE 4 cede dd daw ee 0 0 0 0 2,190 0 0 2,190 
Other comprehensive income, 
Net. Of (aX: : 0440. cnwsawa.e 3a 0) 0) 0 0 0 51 0 51 
Net income ................ 0) 0) 0) 0 0 0 4,072 4,072 
Balance at January 31,2021 ....... 919 1 0) 0 35,601 (42) 5,933 41,493 
Common stock issued ........ 24 0) 0 0 1,270 0 0 1,270 
Shares issued related to 
business combinations ..... 46 0) 0 0 11,269 0 0 11,269 
Stock-based compensation 
CXPCMSE: 5. cdg. eenopi we visa 0 0 0 0 2,779 0 0 2,779 
Other comprehensive loss, net 
Of tax... eee 0 0 0 0 0 (124) 0 (124) 
Net income ................ 0 0 0 0 0 0 1,444 1,444 
Balance at January 31,2022 ....... 989 1 0) 0 50,919 (166) TET 58,131 
Common stock issued ........ 20 0 0 0 849 0 0 849 
Common stock repurchased ... 0 0) (28) (4,000) 0) 0 0 (4,000) 
Stock-based compensation 
EXPENSE 6c bocce eed ee 0 0 0 0 3,279 0 0 3,279 
Other comprehensive loss, net 
OP RAK is 8d oo ocd oe dd ae eeed 0 0 0 0 0 (108) 0 (108) 
Net income ................ 0) 0 0) 0 0 0 208 208 
Balance at January 31, 2023....... 1,009 $1 (28) $(4,000) $55,047 $(274) $7,585 $58,359 


See accompanying Notes. 
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Salesforce, Inc. 


Consolidated Statements of Cash Flows 
(in millions) 


Fiscal Year Ended January 31, 


2023 2022 2021 
Operating activities: 
NetinGOMe: 4. 5.25050005.5 QodG oh ciG eee bo bod pede HO doe eas nee we $ 208 $ 1,444 $ 4,072 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization (1) .. 0.0.0... cee eee eee ee 3,786 3,298 2,846 
Amortization of costs capitalized to obtain revenue contracts, net ......... 1,668 1,348 1,058 
Stock-based compensation expense ......... 0... cece eee eee eee eee 3,279 2,779 2,190 
(Gains) losses on strategic investments, net....... 0.0... ee eee ee eee 239 (1,211) (2,170) 
Tax benefit from intra-entity transfer of intangible property .............. 0 0 (2,003) 
Changes in assets and liabilities, net of business combinations: 
Accounts receivable, Net. .....ccacnceciedca seo ngeeiawneeeaed eae (995) (1,824) (1,556) 
Costs capitalized to obtain revenue contracts, net .............2004- (2,345) (2,283) (1,645) 
Prepaid expenses and other current assets and other assets ........... (302) 114 (133) 
Accounts payable and accrued expenses and other liabilities ......... 528 507 1100 
Operating lease liabilities .... 0.0... 2... eee (699) (801) (830) 
Unieammed TEVENUEC aisi.s. secs shoe eae ee wb don elon) wallop alec dots Soe dow Egos 1,744 2,629 1,872 
Net cash provided by operating activities ...................0000. 7,111 6,000 4,801 
Investing activities: 
Business combinations, net of cash acquired .......... 0... 0c ee eee eee ee (439) (14,876) (1,281) 
Purchases of strategic investments ...... 0.0.0... cee eee eee eens (550) (1,718) (1,069) 
Sales of strategic investments ......... 0.0... cece eect eens 355 2,201 1,051 
Purchases of marketable securities .......... 0.000 (4,777) (5,674) (4,833) 
Sales of marketable securities ........ 0... cc cece cee eee eee ete ee aee 1,771 4,179 1,836 
Maturities of marketable securities ........ 0.0... ee eee eee 2,449 2,069 1,035 
Capital expenditures... 0. c:0d-ca nd Cet toad ed eee eee dee Peete eae (798) (717) (710) 
Net cash used in investing activities ...... 0... cece eee eee eee (1,989) (14,536) (3,971) 
Financing activities: 
Proceeds from issuance of debt, net of issuance costs ........... 00000 cece eee 0 7,906 (20) 
Repayments of Slack Convertible Notes, net of capped call proceeds .......... 0 (1,197) 0 
Repurchases of common stock ....... 0.0. cece ee ene eee eee (4,000) 0 0 
Proceeds from employee stock plans ............. 0.00. cece eee eee 861 1,289 1.321 
Principal payments on financing obligations .......... 0.0... cee eee eee eee (419) (156) (103) 
Repayments Of debt. occ, cn candids amass su duck wes beens Sea ae te pad eee (4) (4) (4) 
Net cash provided by (used in) financing activities ................. (3,562) 7,838 1,194 
Effect of exchange rate changes ............ 00... c cece eee eee (8) (33) 26 
Net increase (decrease) in cash and cash equivalents ..................... 1,552 (731) 2,050 
Cash and cash equivalents, beginning of period ......................... 5,464 6,195 4,145 
Cash and cash equivalents, end of period .....................000 eevee $7,016 $ 5,464 $ 6,195 


(1) Includes amortization of intangible assets acquired through business combinations, depreciation of fixed 


assets and amortization of right of use assets. 


See accompanying Notes. 
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Salesforce, Inc. 
Consolidated Statements of Cash Flows 


Supplemental Cash Flow Disclosure 
(in millions) 


Fiscal Year Ended January 31, 


2023. —«2022~=S*«iO2 
Supplemental cash flow disclosure: 
Cash paid during the period for: 
Interest «a gicaudoc heed saevaddax so0 die Odes eG edene ne eo ain te sees $ 275 $ 187 $ 96 
Income taxes, net of tax refunds ........ 0... ccc cece ee eee eee eee ees $ 510 $ 196 $216 
Non-cash investing and financing activities: 
Fair value of equity awards assumed ........... 0.00.0 c eee eee eee eee $ 7 $ 205 $ 6 
Fair value of common stock issued as consideration for business 
COMMMDIMAPIONS: fas cipydescerd oacen atecactaeretera cunira ee ae hes Ba Seen ecg. at eee eke $ O $11,064 $ O 


See accompanying Notes. 
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Salesforce, Inc. 
Notes to Consolidated Financial Statements 
1. Summary of Business and Significant Accounting Policies 
Description of Business 


Salesforce, Inc. (the “Company’’) is a global leader in customer relationship management technology that 
brings companies and customers together. With the Customer 360 platform, the Company delivers a single 
source of truth, connecting customer data across systems, apps and devices to help companies sell, service, 
market and conduct commerce from anywhere. Since its founding in 1999, Salesforce has pioneered innovations 
in cloud, mobile, social, analytics and artificial intelligence, enabling companies of every size and industry to 
transform their businesses in the all-digital, work-from-anywhere era. In March 2022, the Company changed its 
corporate name from salesforce.com, inc. to Salesforce, Inc. 


Fiscal Year 


The Company’s fiscal year ends on January 31. References to fiscal 2023, for example, refer to the fiscal 
year ended January 31, 2023. 


Use of Estimates 


The preparation of financial statements in conformity with U.S. GAAP requires management to make 
estimates and assumptions in the Company’s consolidated financial statements and notes thereto. 


Significant estimates and assumptions made by management include the determination of: 
e the fair value of assets acquired and liabilities assumed for business combinations; 


e the standalone selling price (“SSP”) of performance obligations for revenue contracts with multiple 
performance obligations; 


e the valuation of privately-held strategic investments, including impairments; 


e the recognition, measurement and valuation of current and deferred income taxes and uncertain tax 
positions; 


e the average period of benefit associated with costs capitalized to obtain revenue contracts; 
e the useful lives of intangible assets; and 
e the fair value of certain stock awards issued. 


Actual results could differ materially from those estimates. The Company bases its estimates on historical 
experience and on various other assumptions that are believed to be reasonable, which forms the basis for making 
judgments about the carrying values of assets and liabilities. 


Principles of Consolidation 


The consolidated financial statements include the accounts of the Company and its wholly-owned 
subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. 


Segments 


The Company operates as one operating segment. Operating segments are defined as components of an 
enterprise for which separate financial information is evaluated regularly by the chief operating decision maker 
(“CODM”), in deciding how to allocate resources and assess performance. Over the past few years, the Company 
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has completed a number of acquisitions which have allowed the Company to expand its offerings, presence and 
reach in various market segments of the enterprise cloud computing market. While the Company has offerings in 
multiple enterprise cloud computing market segments, including as a result of the Company’s acquisitions, and 
operates in multiple countries, the Company’s business operates in one operating segment because most of the 
Company’s service offerings operate on the Customer 360 Platform and are deployed in a nearly identical 
manner, and the Company’s CODM evaluates the Company’s financial information and resources, and assesses 
the performance of these resources, on a consolidated basis. 


In January 2023, former co-CEO and Vice Chair of the Company’s Board of Directors, Bret Taylor, 
resigned his positions from the Company. Prior to his resignation, Mr. Taylor was identified as a co-CODM 
along with Marc Benioff, CEO and Chair of the Board. Upon Mr. Taylor’s resignation, Mr. Benioff assumed all 
Mr. Taylor’s responsibilities and, as of January, 31 2023, is the primary executive that evaluates the operating 
results of the Company to assess performance and allocate resources. Accordingly, the Company determined that 
the chief executive officer also serves as the CODM for the purposes of segment reporting. Despite the change in 
the chief operating decision maker, the Company determined no change to segment reporting was necessary as 
there was no change in the components of the Company for which separate financial information is regularly 
evaluated. 


Concentrations of Credit Risk, Significant Customers and Investments 


The Company’s financial instruments that are exposed to concentrations of credit risk consist primarily of 
cash and cash equivalents, marketable securities and accounts receivable. The Company’s investment portfolio 
consists primarily of investment-grade securities, and per the Company’s policy, limits the amount of credit 
exposure to any one issuer. The Company monitors and manages the overall exposure of its cash balances to 
individual financial institutions on an ongoing basis. The Company does not require collateral for accounts 
receivable. The Company maintains an allowance for its doubtful accounts receivable due to estimated credit 
losses. This allowance is based upon historical loss patterns, the number of days that billings are past due, an 
evaluation of the potential risk of loss associated with delinquent accounts and current market conditions and 
reasonable and supportable forecasts of future economic conditions to inform adjustments to historical loss 
patterns. The Company records the allowance against bad debt expense through the consolidated statements of 
operations, included in general and administrative expense, up to the amount of revenues recognized to date. Any 
incremental allowance is recorded as an offset to unearned revenue on the consolidated balance sheets. 
Receivables are written off and charged against the recorded allowance when the Company has exhausted 
collection efforts without success. 


No single customer accounted for more than five percent of accounts receivable at January 31, 2023 and 
January 31, 2022. No single customer accounted for five percent or more of total revenue during fiscal 2023, 
2022 and 2021. As of January 31, 2023 and January 31, 2022, assets located outside the Americas were 
15 percent and 13 percent of total assets, respectively. As of January 31, 2023 and January 31, 2022, assets 
located in the United States were 83 percent and 86 percent of total assets, respectively. 


The Company is also exposed to concentrations of risk in its strategic investment portfolio, including within 
specific industries, as the Company primarily invests in enterprise cloud companies, technology startups and 
system integrators. As of January 31, 2023, the Company held two investments, both privately held, with 
carrying values that were individually greater than five percent of its total strategic investments portfolio and 
represented 16 percent of the portfolio in aggregate. As of January 31, 2022, the Company held two investments, 
both privately held, with carrying values that were individually greater than five percent of its strategic 
investment portfolio and represented 21 percent of the portfolio in aggregate. 


Revenue Recognition 


The Company derives its revenues from two sources: subscription and support revenues and professional 
services and other revenues. Subscription and support revenues include subscription fees from customers 
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accessing the Company’s enterprise cloud computing services (collectively, “Cloud Services’), software license 
revenues from the sales of term and perpetual licenses and support revenues from the sales of support and 
updates beyond the basic subscription fees or related to the sales of software licenses. Professional services and 
other revenues include professional and advisory services for process mapping, project management and 
implementation services and training services. 


Revenue is recognized upon transfer of control of promised products and services to customers in an amount 
that reflects the consideration the Company expects to receive in exchange for those products or services. If the 
consideration promised in a contract includes a variable amount, for example, overage fees, contingent fees or 
service level penalties, the Company includes an estimate of the amount it expects to receive for the total 
transaction price if it is probable that a significant reversal of cumulative revenue recognized will not occur. 


The Company determines the amount of revenue to be recognized through the application of the following 
steps: 
e identification of the contract, or contracts, with a customer; 
e identification of the performance obligations in the contract; 
e determination of the transaction price; 
e allocation of the transaction price to the performance obligations in the contract; and 


* recognition of revenue when or as the Company satisfies the performance obligations. 


Subscription and Support Revenues 


Subscription and support revenues are comprised of fees that provide customers with access to Cloud 
Services, software licenses and related support and updates during the term of the arrangement. 


Cloud Services allow customers to use the Company’s multi-tenant software without taking possession of 
the software. Revenue is generally recognized ratably over the contract term. Substantially all of the Company’s 
subscription service arrangements are non-cancelable and do not contain refund-type provisions. 


Subscription and support revenues also include revenues associated with term and perpetual software 
licenses that provide the customer with a right to use the software as it exists when made available. Revenues 
from term and perpetual software licenses are generally recognized at the point in time when the software is 
made available to the customer. Revenue from software support and updates is recognized as the support and 
updates are provided, which is generally ratably over the contract term. 


The Company typically invoices its customers annually and its payment terms provide that customers pay 
within 30 days of invoice. Amounts that have been invoiced are recorded in accounts receivable and in unearned 
revenue or revenue, depending on whether transfer of control to customers has occurred. 


Professional Services and Other Revenues 


The Company’s professional services contracts are either on a time and materials, fixed price or subscription 
basis. These revenues are recognized as the services are rendered for time and materials contracts, on a 
proportional performance basis for fixed price contracts or ratably over the contract term for subscription 
professional services contracts. Other revenues consist primarily of training revenues recognized as such services 
are performed. 


Significant Judgments - Contracts with Multiple Performance Obligations 


The Company enters into contracts with its customers that may include promises to transfer multiple 
performance obligations such as Cloud Services, software licenses, support and updates and professional 
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services. A performance obligation is a promise in a contract with a customer to transfer products or services that 
are concluded to be distinct. Determining whether products and services are distinct performance obligations that 
should be accounted for separately or combined as one unit of accounting may require significant judgment. 


Cloud Services, software licenses and support and updates services are generally concluded to be distinct 
because such offerings are often sold separately. In determining whether professional services are distinct, the 
Company considers the following factors for each professional services agreement: availability of the services 
from other vendors, the nature of the professional services, the timing of when the professional services contract 
was signed in comparison to the subscription start date and the contractual dependence of the service on the 
customer’s satisfaction with the professional services work. To date, the Company has concluded that 
professional services included in contracts with multiple performance obligations are distinct. 


The Company allocates the transaction price to each performance obligation on a relative SSP basis. The 
SSP is the price at which the Company would sell a promised product or service separately to a customer. 
Judgment is required to determine the SSP for each distinct performance obligation. 


The Company determines SSP by considering its overall pricing objectives and market conditions. 
Significant pricing practices taken into consideration include the Company’s discounting practices, the size and 
volume of the Company’s transactions, the customer demographic, the geographic area where services are sold, 
price lists, the Company’s go-to-market strategy, historical and current sales and contract prices. In instances 
where the Company does not sell or price a product or service separately, the Company determines SSP using 
information that may include market conditions or other observable inputs. As the Company’s go-to-market 
strategies evolve, the Company may modify its pricing practices in the future, which could result in changes to 
SSP. 


In certain cases, the Company is able to establish SSP based on observable prices of products or services 
sold or priced separately in comparable circumstances to similar customers. The Company uses a single amount 
to estimate SSP when indicated by the distribution of its observable prices. 


Alternatively, the Company uses a range of amounts to estimate SSP when the pricing practices or 
distribution of the observable prices is highly variable. The Company typically has more than one SSP for 
individual products and services due to the stratification of those products and services by customer size and 


geography. 


Costs Capitalized to Obtain Revenue Contracts 


The Company capitalizes incremental costs of obtaining revenue contracts related to non-cancelable Cloud 
Services subscription, ongoing Cloud Services support and license support and updates. For contracts with 
on-premises software licenses where revenue is recognized upfront when the software is made available to the 
customer, costs allocable to those licenses are expensed as they are incurred. Capitalized amounts consist 
primarily of sales commissions paid to the Company’s direct sales force. Capitalized amounts also include 
(1) amounts paid to employees other than the direct sales force who earn incentive payouts under annual 
compensation plans that are tied to the value of contracts acquired, (2) commissions paid to employees upon 
renewals of subscription and support contracts, (3) the associated payroll taxes and fringe benefit costs associated 
with the payments to the Company’s employees and (4) to a lesser extent, success fees paid to partners in 
emerging markets where the Company has a limited presence. 


Costs capitalized related to new revenue contracts are amortized on a straight-line basis over four years, 
which is longer than the typical initial contract period, but reflects the estimated average period of benefit, 
including expected contract renewals. In arriving at this average period of benefit, the Company evaluated both 
qualitative and quantitative factors which included the estimated life cycles of its offerings and its customer 
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attrition. Additionally, the Company amortizes capitalized costs for renewals and success fees paid to partners 
over two years. 


The capitalized amounts are recoverable through future revenue streams under all non-cancelable customer 
contracts. The Company periodically evaluates whether there have been any changes in its business, the market 
conditions in which it operates or other events which would indicate that its amortization period should be 
changed or if there are potential indicators of impairment. 


Amortization of capitalized costs to obtain revenue contracts is included in marketing and sales expense in 
the accompanying consolidated statements of operations. There were no impairments of costs to obtain revenue 
contracts for fiscal 2023 and 2022. 


Cash and Cash Equivalents 


The Company considers all highly liquid investments purchased with an original maturity of three months 
or less to be cash equivalents. Cash and cash equivalents are stated at fair value. 


Marketable Securities 


The Company considers all of its marketable debt securities as available for use in current operations, 
including those with maturity dates beyond one year, and therefore classifies these securities within current assets 
on the consolidated balance sheets. Securities are classified as available for sale and are carried at fair value, with 
the change in unrealized gains and losses, net of tax, reported as a separate component on the consolidated 
statements of comprehensive income until realized. Fair value is determined based on quoted market rates when 
observable or utilizing data points that are observable, such as quoted prices, interest rates and yield curves. 
Securities with an amortized cost basis in excess of estimated fair value are assessed to determine what amount 
of the excess, if any, is caused by expected credit losses. Expected credit losses on securities are recognized in 
other expense, net on the consolidated statements of operations, and any remaining unrealized losses, net of 
taxes, are included in accumulated other comprehensive loss in stockholders’ equity. For the purposes of 
computing realized and unrealized gains and losses, the cost of securities sold is based on the specific- 
identification method. Interest on securities classified as available for sale is included as a component of 
investment income within other expense on the consolidated statements of operations. 


Strategic Investments 


The Company holds strategic investments in privately held debt and equity securities and publicly held 
equity securities in which the Company does not have a controlling interest. 


Privately held equity securities where the Company does not have a controlling financial interest in but does 
exercise significant influence over the investee are accounted for under the equity method. Privately held equity 
securities not accounted for under the equity method are recorded at cost and adjusted for observable transactions 
for same or similar investments of the same issuer or impairment events (referred to as the measurement 
alternative). All gains and losses on privately held equity securities, realized and unrealized, are recorded through 
gains (losses) on strategic investments, net on the consolidated statements of operations. Privately held debt 
securities are recorded at fair value with changes in fair value recorded through accumulated other 
comprehensive loss on the consolidated balance sheet. 


Valuations of privately held securities are inherently complex and require judgment due to the lack of 
readily available market data. The carrying value is not adjusted for the Company’s privately held equity 
securities if there are no observable price changes in a same or similar security from the same issuer or if there 
are no identified events or changes in circumstances that may indicate impairment, as discussed below. In 
determining the estimated fair value of its strategic investments in privately held companies, the Company 
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utilizes the most recent data available to the Company. The Company assesses its privately held debt and equity 
securities in its strategic investment portfolio at least quarterly for impairment. The Company’s impairment 
analysis encompasses an assessment of both qualitative and quantitative factors, including the investee’s 
financial metrics, market acceptance of the investee’s product or technology and the rate at which the investee is 
using its cash. If the investment is considered impaired, the Company recognizes an impairment through the 
consolidated statements of operations and establishes a new carrying value for the investment. 


Publicly held equity securities are measured at fair value with changes recorded through gains on strategic 
investments, net on the consolidated statements of operations. 


The Company may enter into strategic investments or other investments that are considered variable interest 
entities (“VIEs’’). If the Company is a primary beneficiary of a VIE, it is required to consolidate the entity. To 
determine if the Company is the primary beneficiary of a VIE, the Company evaluates whether it has (1) the 
power to direct the activities that most significantly impact the VIE’s economic performance, and (2) the 
obligation to absorb losses or the right to receive benefits from the VIE that could potentially be significant to the 
VIE. The assessment of whether the Company is the primary beneficiary of its VIE investments requires 
significant assumptions and judgments. VIEs that are not consolidated are accounted for under the measurement 
alternative, equity method, amortized cost, or other appropriate methodology based on the nature of the interest 
held. 


Fair Value Measurement 


The Company measures its cash and cash equivalents, marketable securities, publicly held equity securities 
and foreign currency derivative contracts at fair value. In addition, the Company measures certain of its strategic 
investments, including its privately held debt securities and privately held equity securities, at fair value on a 
nonrecurring basis when there has been an observable price change in a same or similar security. The additional 
disclosures regarding the Company’s fair value measurements are included in Note 4 “Fair Value Measurement.” 


Derivative Financial Instruments 


The Company enters into foreign currency derivative contracts with financial institutions to reduce foreign 
exchange risk associated with intercompany transactions and other monetary assets or liabilities denominated in 
currencies other than the functional currency of a subsidiary. The Company uses forward currency derivative 
contracts, which are not designated as hedging instruments, to minimize the Company’s exposure to balances 
primarily denominated in the Euro, British Pound Sterling, Canadian Dollar, Australian Dollar, Brazilian Real 
and Japanese Yen. The Company’s derivative financial instruments program is not designated for trading or 
speculative purposes. The Company generally enters into master netting arrangements with the financial 
institutions with which it contracts for such derivatives, which permit net settlement of transactions with the 
same counterparty, thereby reducing risk of credit-related losses from a financial institutions’ nonperformance. 
While the contract or notional amount is often used to express the volume of foreign currency derivative 
contracts, the amounts potentially subject to credit risk are generally limited to the amounts, if any, by which the 
counterparties’ obligations under the agreements exceed the obligations of the Company to the counterparties. 
The notional amount of foreign currency derivative contracts as of January 31, 2023 and January 31, 2022 was 
$6.0 billion and $6.1 billion, respectively. 


Outstanding foreign currency derivative contracts are recorded at fair value on the condensed consolidated 
balance sheets. Unrealized gains or losses due to changes in the fair value of these derivative contracts, as well as 
realized gains or losses from their net settlement, are recognized as other expense consistent with the offsetting 
gains or losses resulting from the remeasurement or settlement of the underlying foreign currency denominated 
receivables and payables. 
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Property and Equipment 


Property and equipment are stated at cost less accumulated depreciation. Depreciation is calculated on a 
straight-line basis over the estimated useful lives of those assets as follows: 


Buildings and building improvements ....... 10 to 40 years 
Computers, equipment and software ........ 3 to 5 years 

Furniture and fixtures .................04. 5 years 

Leasehold improvements ................. Shorter of the estimated 


lease term or 10 years 


The Company estimates the useful lives of property and equipment upon initial recognition and periodically 
evaluates the useful lives and whether events or changes in circumstances warrant a revision to the useful lives. 


When assets are retired or otherwise disposed of, the cost and accumulated depreciation and amortization 
are removed from their respective accounts and any loss on such retirement is reflected in operating expenses. 


Leases 


The Company determines if an arrangement is a lease at inception and classifies its leases at 
commencement. Operating leases are included in operating lease right-of-use (“ROU”) assets and current and 
noncurrent operating lease liabilities on the Company’s consolidated balance sheets. Assets recognized from 
finance leases (also referred to as ROU assets) are included in property and equipment, accrued expenses and 
other liabilities and other noncurrent liabilities, respectively, on the Company’s consolidated balance sheets. 
ROU assets represent the Company’s right to use an underlying asset for the lease term. The corresponding lease 
liabilities represent its obligation to make lease payments arising from the lease. The Company does not 
recognize ROU assets or lease liabilities for leases with a term of 12 months or less for any asset classes. 


Lease liabilities are recognized based on the present value of the future minimum lease payments over the 
lease term at commencement, net of any future tenant incentives. The Company has lease agreements which 
contain both lease and non-lease components, which it has elected to combine for all asset classes. As such, 
minimum lease payments include fixed payments for non-lease components within a lease agreement, but 
exclude variable lease payments not dependent on an index or rate, such as common area maintenance, operating 
expenses, utilities, or other costs that are subject to fluctuation from period to period. The Company’s lease terms 
may include options to extend or terminate the lease. Periods beyond the noncancellable term of the lease are 
included in the measurement of the lease liability when it is reasonably certain that the Company will exercise 
the associated extension option or waive the termination option. The Company reassesses the lease term if and 
when a significant event or change in circumstances occurs within the control of the Company. As most of the 
Company’s leases do not provide an implicit rate, the net present value of future minimum lease payments is 
determined using the Company’s incremental borrowing rate. The Company’s incremental borrowing rate is an 
estimate of the interest rate the Company would have to pay to borrow on a collateralized basis with similar 
terms and payments, in the economic environment where the leased asset is located. 


The lease ROU asset is recognized based on the lease liability, adjusted for any rent payments or initial 
direct costs incurred or tenant incentives received prior to commencement. 


Lease expenses for minimum lease payments for operating leases, which includes amortization expense of 
ROU assets, are recognized on a straight-line basis over the lease term. Amortization expense of finance lease 
ROU assets is recognized on a straight-line basis over the lease term, and interest expense for finance lease 
liabilities is recognized based on the incremental borrowing rate. Expense for variable lease payments are 
recognized as incurred. 


85 


On the lease commencement date, the Company also establishes assets and liabilities for the present value 
of estimated future costs to retire long-lived assets at the termination or expiration of a lease. Such assets are 
included in property and equipment, net and are amortized over the lease term to operating expense. 


The Company has entered into subleases or has made decisions and taken actions to exit and sublease 
certain unoccupied leased office space. Similar to other long-lived assets discussed below, management tests 
ROU assets for impairment whenever events or changes in circumstances indicate that the carrying amount of 
such assets may not be recoverable. For leased assets, such circumstances would include the decision to leave a 
leased facility prior to the end of the minimum lease term or subleases for which estimated cash flows do not 
fully cover the costs of the associated lease. 


Intangible Assets Acquired through Business Combinations 


Intangible assets are amortized over their estimated useful lives. Each period, the Company evaluates the 
estimated remaining useful life of its intangible assets and whether events or changes in circumstances warrant a 
revision to the remaining period of amortization. Management tests for impairment whenever events or changes 
in circumstances occur that could impact the recoverability of these assets. 


Impairment Assessment 


The Company evaluates intangible assets and other long-lived assets for possible impairment whenever 
events or changes in circumstances indicate that the carrying amount of such assets may not be recoverable. This 
includes but is not limited to significant adverse changes in business climate, market conditions or other events 
that indicate an asset’s carrying amount may not be recoverable. Recoverability of these assets is measured by 
comparing the carrying amount of each asset to the future undiscounted cash flows the asset is expected to 
generate. If the undiscounted cash flows used in the test for recoverability are less than the carrying amount of 
these assets, the carrying amount of such assets is reduced to fair value. 


The Company evaluates and tests the recoverability of its goodwill for impairment at least annually during 
its fourth quarter of each fiscal year or more often if and when circumstances indicate that goodwill may not be 
recoverable. 


Business Combinations 


The Company uses its best estimates and assumptions to assign fair value to the tangible and intangible 
assets acquired and liabilities assumed at the acquisition date. The Company’s estimates are inherently uncertain 
and subject to refinement. During the measurement period, which may be up to one year from the acquisition 
date, the Company may record adjustments to the fair value of these tangible and intangible assets acquired and 
liabilities assumed, with the corresponding offset to goodwill. In addition, uncertain tax positions, tax-related 
valuation allowances and pre-acquisition contingencies are initially recorded in connection with a business 
combination as of the acquisition date. The Company continues to collect information and reevaluates these 
estimates and assumptions quarterly and records any adjustments to the Company’s preliminary estimates to 
goodwill provided that the Company is within the measurement period. Upon the conclusion of the measurement 
period or final determination of the fair value of assets acquired or liabilities assumed, whichever comes first, 
any subsequent adjustments are recorded to the Company’s consolidated statements of operations. 


In the event the Company acquires an entity with which the Company has a preexisting relationship, the 
Company will generally recognize a gain or loss to settle that relationship as of the acquisition date within 
operating income on the consolidated statements of operations. In the event that the Company acquires an entity 
in which the Company previously held a strategic investment, the difference between the fair value of the shares 
as of the date of the acquisition and the carrying value of the strategic investment is recorded as a gain or loss and 
recorded within net gains (losses) on strategic investments in the consolidated statements of operations. 
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Restructuring 


The Company generally recognizes employee severance costs when payments are probable and amounts are 
estimable or when notification occurs, depending on the region an employee works. Costs related to contracts 
without future benefit or contract termination are recognized at the earlier of the contract termination or the 
cease-use dates. Other exit-related costs are recognized as incurred. 


Stock-Based Compensation Expense 


Stock-based compensation expense is measured based on grant date at fair value using the Black-Scholes 
option pricing model for stock options and the grant date closing stock price for restricted stock awards. The 
Company recognizes stock-based compensation expense related to stock options and restricted stock awards on a 
straight-line basis, net of estimated forfeitures, over the requisite service period of the awards, which is generally 
the vesting term of four years. The estimated forfeiture rate applied is based on historical forfeiture rates. 


Stock-based compensation expense related to the Company’s Amended and Restated 2004 Employee Stock 
Purchase Plan (“ESPP” or “2004 Employee Stock Purchase Plan’’) is measured based on grant date at fair value 
using the Black-Scholes option pricing model. The Company recognizes stock-based compensation expense 
related to shares issued pursuant to the 2004 Employee Stock Purchase Plan on a straight-line basis over the 
offering period, which is 12 months. The ESPP allows employees to purchase shares of the Company’s common 
stock at a 15 percent discount from the lower of the Company’s stock price on (i) the first day of the offering 
period or on (11) the last day of the purchase period and also allows employees to reduce their percentage election 
once during a six-month purchase period (December 15 and June 15 of each fiscal year), but not increase that 
election until the next one-year offering period. The ESPP also includes a reset provision for the purchase price if 
the stock price on the purchase date is less than the stock price on the offering date. 


Stock-based compensation expense related to performance share grants, which are awarded to executive 
officers and other members of senior management and vest, if at all, based on the Company’s performance over a 
three-year period relative to the Nasdaq 100. Performance share grants are measured based on grant date at fair 
value using a Monte Carlo simulation model and expensed on a straight-line basis, net of estimated forfeitures, 
over the service period of the awards, which is generally the vesting term of three years. 


The Company, at times, grants unvested restricted shares to employee stockholders of certain acquired 
companies in lieu of cash consideration. These awards are generally subject to continued post-acquisition 
employment. Therefore, the Company accounts for them as post-acquisition stock-based compensation expense. 
The Company recognizes stock-based compensation expense equal to the grant date fair value of the restricted 
stock awards, based on the closing stock price on grant date, on a straight-line basis over the requisite service 
period of the awards, which is generally four years. 


Advertising Expenses 


Advertising is expensed as incurred. Advertising expense was $1.0 billion, $1.0 billion and $0.8 billion for 
fiscal 2023, 2022 and 2021, respectively. 


Income Taxes 


The Company uses the asset and liability method of accounting for income taxes. Under this method, 
deferred tax assets and liabilities are determined based on temporary differences between the financial statement 
and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences are 
expected to reverse. The effect on deferred tax assets and liabilities of a change in tax laws is recognized in the 
consolidated statements of operations in the period that includes the enactment date. 


87 


The Company’s tax positions are subject to income tax audits by multiple tax jurisdictions throughout the 
world. The Company recognizes the tax benefit of an uncertain tax position only if it is more likely than not that 
the position is sustainable upon examination by the taxing authority, solely based on its technical merits. The tax 
benefit recognized is measured as the largest amount of benefit which is greater than 50 percent likely to be 
realized upon settlement with the taxing authority. The Company recognizes interest accrued and penalties 
related to unrecognized tax benefits in the income tax provision. 


Valuation allowances are established when necessary to reduce deferred tax assets to the amounts that are 
more likely than not expected to be realized based on the weighting of positive and negative evidence. Future 
realization of deferred tax assets ultimately depends on the existence of sufficient taxable income of the 
appropriate character (for example, ordinary income or capital gain) within the carryback or carryforward periods 
available under the applicable tax law. The Company regularly reviews the deferred tax assets for recoverability 
based on historical taxable income, projected future taxable income, the expected timing of the reversals of 
existing temporary differences and tax planning strategies. The Company’s judgments regarding future 
profitability may change due to many factors, including future market conditions and the ability to successfully 
execute its business plans. Should there be a change in the ability to recover deferred tax assets, the tax provision 
would increase or decrease in the period in which the assessment is changed. 


Foreign Currency Translation 


The functional currency of the Company’s major foreign subsidiaries is generally the local currency. All 
assets and liabilities denominated in a foreign currency are translated into U.S. dollars at the exchange rate on the 
balance sheet date. Revenues and expenses are translated at the average exchange rate during the period. Equity 
transactions are translated using historical exchange rates. Adjustments resulting from translating foreign 
functional currency financial statements into U.S. dollars are recorded as a separate component on the 
consolidated statements of comprehensive income. Foreign currency transaction gains and losses are included in 
other income in the consolidated statements of operations for the period. 


Warranties and Indemnification 


The Company’s enterprise cloud computing services are typically warranted to perform in a manner 
consistent with general industry standards that are reasonably applicable and materially in accordance with the 
Company’s online help documentation under normal use and circumstances. 


The Company’s arrangements generally include certain provisions for indemnifying customers against 
liabilities if its products or services infringe a third party’s intellectual property rights. To date, the Company has 
not incurred any material costs as a result of such obligations and has not accrued any material liabilities related 
to such obligations in the accompanying consolidated financial statements. 


The Company has also agreed to indemnify its directors and executive officers for costs associated with any 
fees, expenses, judgments, fines and settlement amounts incurred by any of these persons in any action or 
proceeding to which any of those persons is, or is threatened to be, made a party by reason of the person’s service 
as a director or officer, including any action by the Company, arising out of that person’s services as the 
Company’s director or officer or that person’s services provided to any other company or enterprise at the 
Company’s request. The Company maintains director and officer insurance coverage that would generally enable 
the Company to recover a portion of any future amounts paid. The Company may also be subject to 
indemnification obligations by law with respect to the actions of its employees under certain circumstances and 
in certain jurisdictions. 


New Accounting Pronouncement Adopted in Fiscal 2023 


In October 2021, the FASB issued Accounting Standards Update No. 2021-08, “Business Combinations 
(Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers” (“ASU 
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2021-08”), which requires contract assets and contract liabilities (i.e., unearned revenue) acquired in a business 
combination to be recognized and measured in accordance with ASC 606, Revenue from Contracts with 
Customers. Previously, the Company recognized contract assets and contract liabilities at the acquisition date 
based on fair value estimates, which had resulted in a reduction to unearned revenue on the balance sheet, and 
therefore, a reduction to revenues that would have otherwise been recorded as an independent entity. ASU 
2021-08 is effective for interim and annual periods beginning after December 15, 2022 on a prospective basis, 
with early adoption permitted. The Company adopted ASU 2021-08 in the first quarter of fiscal 2023 and the 
impact of the adoption was not material. 


Reclassifications 


A reclassification to the fiscal 2022 consolidated balance sheet was made to conform to the current period 
presentation of current debt. This reclassification did not impact the Company’s key metrics including Total 
Assets, Total Revenues, Income From Operations, Net Income or Operating Cash Flows. 


2. Revenues 
Disaggregation of Revenue 
Subscription and Support Revenue by the Company’s Service Offerings 
Subscription and support revenues consisted of the following (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
SASS aacesi apse ccscicepdaneeareceaeeeac irsct aca save aed ence oe eee $ 6,831 $5,989 §$ 5,191 
SCEVICE oils’. S50 dane ed whee aun See YRS ea 7,369 6,474 3,377 
Platform and Other .......... 0.0.0.0. eee 5,967 4,509 3,324 
Marketing and Commerce .......... 0.0.0.0 cece eee 4,516 3,902 3,133 
MAGES se ceiet apie hes, dete sca dace a. Geieede ees, Sheen ata Seach, oats 4,338 3,783 2,951 


$29,021 $24,657 $19,976 


Total Revenue by Geographic Locations 
Revenues by geographical region consisted of the following (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
AMETICAS ¢-o00 3. he, oon oc Sp paren eek Rea ete dee $21,250 $17,983 $14,736 
BUrOpe: .).¢-04:8 ates eed ba ea ee eed eter 34S 7,163 6,016 4,501 
7ST: He (61 1 | Cea a OO 2,939 2,493 2,015 


$ 31,352 $26,492 $ 21,252 


Revenues by geography are determined based on the region of the Company’s contracting entity, which may 
be different than the region of the customer. Americas revenue attributed to the United States was approximately 
93 percent, 94 percent and 95 percent during fiscal 2023, 2022 and 2021, respectively. No other country 
represented more than ten percent of total revenue during fiscal 2023, 2022 and 2021. 


Contract Balances 
Contract Assets 


The Company records a contract asset when revenue recognized on a contract exceeds the billings. Contract 
assets were $648 million as of January 31, 2023 as compared to $587 million as of January 31, 2022, and are 
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included in prepaid expenses and other current assets and deferred tax assets and other assets, net on the 
consolidated balance sheets. 


Unearned Revenue 


Unearned revenue represents amounts that have been invoiced in advance of revenue recognition and is 
recognized as revenue when transfer of control to customers has occurred or services have been provided. The 
unearned revenue balance does not represent the total contract value of annual or multi-year, non-cancelable 
subscription agreements. The unearned revenue balance is influenced by several factors, including seasonality, 
the compounding effects of renewals, invoice duration, invoice timing, dollar size and new business linearity 
within the quarter. 


The change in unearned revenue was as follows (in millions): 


Fiscal Year Ended 
January 31, 
2023 2022 
Unearned revenue, beginning of period ...................00-5 $ 15,628  $ 12,607 
Billings and other (1) .. 1... 2... eee eee eee 33,034 29,011 
Contribution from contract asset .......... 0... e ee eee eee 62 110 
Revenue recognized over time ......... 0.0.0. eee eee ee eee (29,595) (24,841) 
Revenue recognized at a point in time .................-4. (1,757) (1,651) 
Unearned revenue from business combinations ............. 4 392 
Unearned revenue, end of period .............0 0000 ee eee eee $17,376 $ 15,628 


(1) Other includes, for example, the impact of foreign currency translation. 


Revenue recognized over time primarily includes Cloud Services subscription and support revenue, which is 
generally recognized ratably over time, and professional services and other revenue, which is generally 
recognized ratably or as delivered. 


Revenue recognized at a point in time substantially consists of on-premises software licenses. 


Approximately 49 percent of total revenue recognized in fiscal 2023 is from the unearned revenue balance 
as of January, 31, 2022. 


Remaining Performance Obligation 


Remaining performance obligation represents contracted revenue that has not yet been recognized and 
includes unearned revenue and unbilled amounts that will be recognized as revenue in future periods. Transaction 
price allocated to the remaining performance obligation is based on SSP. Remaining performance obligation is 
influenced by several factors, including seasonality, the timing of renewals, the timing of software license 
deliveries, average contract terms and foreign currency exchange rates. Remaining performance obligation is also 
impacted by acquisitions. Unbilled portions of the remaining performance obligation denominated in foreign 
currencies are revalued each period based on the period end exchange rates. Remaining performance obligation is 
subject to future economic risks, including bankruptcies, regulatory changes and other market factors. 


The Company excludes amounts related to performance obligations from professional services contracts that 
are billed and recognized on a time and materials basis. 


The majority of the Company’s noncurrent remaining performance obligation is expected to be recognized 
in the next 13 to 36 months. 
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Remaining performance obligation consisted of the following (in billions): 


As of January 31, 2023 .............. 
As of January 31, 2022 .............. 


3. Investments 


Marketable Securities 


Current Noncurrent Total 


DLehe Phaad oe Rees $24.6 $24.0 $48.6 
Selena obs oRedee Mehed 22.0 21.7 43.7 


At January 31, 2023, marketable securities consisted of the following (in millions): 


Corporate notes and obligations 


U.S. treasury securities .............. 
Mortgage-backed obligations ......... 
Asset-backed securities ............. 
Municipal securities ................ 
Commercial paper ................. 
Covered: bonds: sca sed ecsetes 


Amortized Unrealized Unrealized 


Cost Gains Losses Fair Value 

$3,442 $4 $ (92) $3,354 

0 (11) 370 

0 (12) 178 

1 (20) 985 

0 (6) 169 

aa Cees 278 0 0 278 
0 (4) 101 

0 (2) 57 

$5,634 $5 $(147) $5,492 


At January 31, 2022, marketable securities consisted of the following (in millions): 


Corporate notes and obligations 


U.S. treasury securities .............. 
Mortgage-backed obligations ......... 
Asset-backed securities ............. 
Municipal securities ................ 
Commercial paper ................. 
Covered bonds .... 0.2.0.6 05s sees 


Amortized Unrealized Unrealized 


Cost Gains Losses Fair Value 

$3,153 $2 $(34) $3,121 
0 (3) 202 

0 (4) 225 

0 (5) 1,051 

225 0 (2) 223 

0 0) 27 

0 (2) 210 

0 0 14 

$5,121 $2 $(50) $5,073 


The contractual maturities of the investments classified as marketable securities were as follows (in 


millions): 


Due within | year ..............00... 
Due in 1| year through 5 years ......... 


Due in 5 years through 10 years 


As of 
January 31, January 31, 
2023 2022 


bGitdoetlaiueseoa tent beaee dad $2,380 $2,161 


bh detieaeed natch auantstes Morena Seas, dans 3,104 2,899 
LOeawanls theese waited 8 13 
$5,492 $5,073 
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Strategic Investments 


Strategic investments by form and measurement category as of January 31, 2023 were as follows (in 
millions): 


Measurement Category 


Measurement 
Fair Value Alternative Other Total 
Equity securities: iy..tag occ ad daadtnaendée sitdied ee obadas $48 $4,479 $ 76 $4,603 
Debt securities and other investments ...............00000 0c eee 0 0 69 69 
Balance as of January 31,2023 ........ 0... cece eee $48 $4,479 $145 $4,672 


Strategic investments by form and measurement category as of January 31, 2022 were as follows (in 
millions): 


Measurement Category 


Measurement 
Fair Value Alternative Other Total 
Equity S€Curities: ...0.014 o20 6 sedaat i adedadee adeeb eens Ae $370 $4,204 $122 $4,696 
Debt securities and other investments ...............000000 0 ee ee 0 0 88 88 
Balance as of January 31,2022 ........ 0.0... eee ee $370 $4,204 $210 $4,784 


The Company holds investments in, or management agreements with, VIEs which the Company does not 
consolidate because it is not considered the primary beneficiary of these entities. The carrying value of VIEs 
within strategic investments was $354 million and $467 million, as of January 31, 2023 and 2022, respectively. 


Gains (Losses) on Strategic Investments, Net 


The components of gains and losses on strategic investments were as follows (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
Unrealized gains (losses) recognized on publicly traded equity 
SECULILIESS MCU. 57-5 Missa iacav Goer auisecttace ldaseice Bae aoeavecrfudnd aa ang eae = $ 1 $ (241) $1,743 

Unrealized gains recognized on privately held equity securities, net .... 180 1,210 184 
Impairments on privately held equity and debt securities ............. (491) (51) (124) 
Unrealized gains (losses), net 2.0... . eee ccc eee eee (310) 918 1,803 
Realized gains on sales of securities, net .... 0.0.0... cece eee eee 71 293 367 
Gains (losses) on strategic investments, net .............2.000000 ee $(239) $1,211 $2,170 


Unrealized gains and losses recognized on privately held equity securities, net includes upward and 
downward adjustments from equity securities accounted for under the measurement alternative, as well as gains 
and losses from private equity securities in other measurement categories. For privately held securities accounted 
for under the measurement alternative, the Company recorded upward adjustments of $220 million and 
$1.2 billion and impairments and downward adjustments of $466 million and $61 million for fiscal 2023 and 
2022, respectively. 


Realized gains on sales of securities, net reflects the difference between the sale proceeds and the carrying 
value of the security at the beginning of the period or the purchase date, if later. 
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The Company calculates cumulative realized gains on sales of securities, net, as the difference between the 
sale proceeds and the initial purchase price for securities sold during the period. Cumulative realized gains on the 
sales of securities for fiscal 2023 and 2022 were $87 million and $1.6 billion, net. 


4. Fair Value Measurement 


The Company uses a three-tier fair value hierarchy, which prioritizes the inputs used in the valuation 
methodologies in measuring fair value: 


Level 1. Quoted prices (unadjusted) in active markets for identical assets or liabilities. 

Level 2. Significant other inputs that are directly or indirectly observable in the marketplace. 

Level 3. Significant unobservable inputs which are supported by little or no market activity. 

All of the Company’s cash equivalents, marketable securities and foreign currency derivative contracts are 
classified within Level | or Level 2 because the Company’s cash equivalents, marketable securities and foreign 


currency derivative contracts are valued using quoted market prices or alternative pricing sources and models 
utilizing observable market inputs. 


The following table presents information about the Company’s assets and liabilities that were measured at 
fair value as of January 31, 2023 and indicates the fair value hierarchy of the valuation (in millions): 


Quoted Pricesin Significant Other Significant 


Active Markets Observable Unobservable 
for Identical Assets Inputs Inputs 
Description (Level 1) (Level 2) (Level 3) Fair Value 
Cash equivalents (1): 
Time deposits ..............0000000- $ 0 $1,877 $0 $ 1,877 
Money market mutual funds .......... 1,795 0 0 1,795 
Cash equivalent securities ................ 0 794 0 794 
Marketable securities: 
Corporate notes and obligations ....... 0 3,354 0 3,354 
U.S. treasury securities .............. 0 370 0 370 
Mortgage-backed obligations ......... 0 178 0 178 
Asset-backed securities .............. 0 985 0 985 
Municipal securities ................. 0 169 0 169 
Commercial paper .................. 0 278 0 278 
Covered bonds ................00055 0 101 0 101 
OMe ci. eee eats ei nae Ae 0 57 0 57 
Strategic investments: 
Equity securities .................... 48 0 48 
Total assets: ic). cated sc cates Ge $15 ate $1,843 $8,163 $0 $10,006 


(1) Included in “cash and cash equivalents” in the accompanying consolidated balance sheets in addition to 
$2.6 billion of cash, as of January 31, 2023. 
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The following table presents information about the Company’s assets and liabilities that were measured at 
fair value as of January 31, 2022 and indicates the fair value hierarchy of the valuation (in millions): 


Quoted Prices in Significant 
Active Markets Significant Other Unobservable 
for Identical Assets Observable Inputs 

Description (Level 1) Inputs (Level 2) (Level 3) Fair Value 
Cash equivalents (1): 

Time deposits .............. $ 0 $1,171 $ 0 $1,171 

Money market mutual funds .. 1,426 0 0 1,426 

Cash equivalent securities .... 0 106 0 106 
Marketable securities: 

Corporate notes and 

obligations .............. 0 3,121 0 3,121 
U.S. treasury securities ...... 0 202 0 202 
Mortgage-backed 
obligations .............. 0 225 0 225 

Asset-backed securities ...... 0 1,051 0 1,051 

Municipal securities ......... 0 223 0 223 

Commercial paper .......... 0 27 0 27 

Covered bonds ............. 0) 210 0 210 

Other chi esdawe ies hl iaed 0 14 0 14 
Strategic investments: 

Equity securities ............ 370 0 0 370 
Total assets .......... 0.00000 $1,796 $6,350 $ 0 $8,146 


(1) Included in “cash and cash equivalents” in the accompanying consolidated balance sheets in addition to 
$2.8 billion of cash, as of January 31, 2022. 


Strategic Investments Measured and Recorded at Fair Value on a Non-Recurring Basis 


Substantially all of the Company’s privately held debt and equity securities and other investments are 
recorded at fair value on a non-recurring basis. The estimation of fair value for these investments requires the use 
of significant unobservable inputs, and as a result, the Company deems these assets as Level 3 within the fair 
value measurement framework. For investments without a readily determinable fair value, the Company applies 
valuation methods based on information available, including the market approach and option pricing models 
(“OPM”). Observable transactions, such as the issuance of new equity by an investee, are indicators of investee 
enterprise value and are used to estimate the fair value of the Company’s investments. An OPM may be utilized 
to allocate value to the various classes of securities of the investee, including classes owned by the Company. 
Such information, available to the Company from investee companies, is supplemented with estimates such as 
volatility, expected time to liquidity and the rights and obligations of the securities the Company holds. When 
indicators of impairment are observed, the Company generally uses the market approach to estimate the fair 
value of its investment, giving consideration to the latest observable transactions, as well as the investee’s current 
and projected financial performance and other significant inputs and assumptions, including estimated time to 
exit, selection and analysis of guideline public companies and the rights and obligations of the securities the 
Company holds. The Company’s privately held debt and equity securities and other investments amounted to 
$4.6 billion and $4.4 billion as of January 31, 2023 and January 31, 2022, respectively. 
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5. Property and Equipment, Net and Other Balance Sheet Accounts 
Property and Equipment 


Property and equipment, net consisted of the following (in millions): 


As of January 31, 
2023 2022 
Land nccsksidssarien beh Mate tae elena: $ 293 $ 293 
Buildings and building improvements .................. 489 487 
Computers, equipment and software ................00- 3,556 2,543 
Furniture and fixtures .........0... 0.0000 e eee eee 259 237 
Leasehold improvements .............. 0000 ee eee 1,807 1,656 
Property and equipment, gross .................0.0005. 6,404 5,216 
Less accumulated depreciation and amortization .......... (2,702) (2,401) 
Property and equipment, net..................005. $3,702 $2,815 


Depreciation and amortization expense totaled $903 million, $678 million and $579 million during fiscal 
2023, 2022 and 2021, respectively. 


Other Balance Sheet Accounts 
Accounts payable, accrued expenses and other liabilities as of January 31, 2023 included approximately 


$2.6 billion of accrued compensation as compared to $2.4 billion as of January 31, 2022. 


6. Leases and Other Commitments 


Leases 
The Company has operating leases for corporate offices, data centers and equipment under noncancellable 
operating leases with various expiration dates. The leases have noncancellable remaining terms of | year to 17 


years, some of which include options to extend for up to 5 years, and some of which include options to terminate 
within 1 year. 


The components of lease expense were as follows (in millions): 


Fiscal Year Ended 
January 31, 
2023 2022 
Operating lease cOSt 1.6.1... eee eee eee $986 $1,080 
Finance lease cost: 
Amortization of right-of-use assets ...............00-. $198 $ 125 
Interest on lease liabilities .................0..000008 10 5 
Total finance lease cost .. 0.0... eee eee eee $208 $ 130 


Supplemental cash flow information related to operating and finance leases was as follows (in millions): 


Fiscal Year Ended 
January 31, 
2023-2022 
Cash paid for amounts included in the measurement of lease 
liabilities: 
Operating cash outflows for operating leases ............. $769 $873 
Operating cash outflows for finance leases ............... 10 3 
Financing cash outflows for finance leases ............... 180 74 
Right-of-use assets obtained in exchange for lease obligations: 
Operating leases: yaks: s0 1a ¥ waded} Seapine es Oe 915 364 


Supplemental balance sheet information related to operating and finance leases was as follows (in millions): 


As of January 31, 
2023 2022 
Operating leases: 
Operating lease right-of-use assets ...............0.. $2,890 $2,880 
Operating lease liabilities, current................... $ 590 $ 686 
Noncurrent operating lease liabilities ................ 2,897 2,703 
Total operating lease liabilities ................. $3,487 $3,389 
Finance leases: 
Computers, equipment and software ................. $1,053 $ 928 
Accumulated depreciation ........... 0.00000 ee ee eee (264) (528) 
Property and equipment, net ................... $ 789 $ 400 
Accrued expenses and other liabilities ............... $ 257 $ 114 
Other noncurrent liabilities .....................0.0. 534 271 
Total finance lease liabilities ................... $ 791 $ 385 
Other information related to leases was as follows: 
As of January 31, 
2023 2022 
Weighted average remaining lease term 
Operating leases... see checked toe eb dlls sha pes 7 years 7 years 
Finance leases. ii.c ios coi eet ea ee ewe A 3 years 3 years 
Weighted average discount rate 
Operatinig leases! i000 0604) c00Gbdsiewewa ss denies 2.6% 2.1% 
Finance leases ii se tsc aoa cnp as eitcet a, aceala didaa Sly Rack bobigress 2.1% 1.9% 


As of January 31, 2023, the maturities of lease liabilities under noncancellable operating and finance leases 
were as follows (in millions): 


Operating Leases Finance Leases 


Fiscal Period: 


Fiscal 2024 2... d3.0e09 tino 46 hid dad ebakdnes $ 663 $270 
PisGal 2025) cites a iacecaicapececacendvdce tos. dogcr Ra ahewg lp aeencees 524 265 
PisCal’ 2026: 8.5.0 sso ieee Ge aheedericca deeede spot 536 199 
Fiscal 2027 2... 0... cece cece eens 486 85 
Fiscal 2028 <2 ig jaduidnctan ed behead teartadew sis 437 0 
ENGR CAIVCE 25,4: sce ha ecacttas idea aut e & @ AUeA agate ated aoeone 1,239 0 
Total minimum lease payments ..................0.0. 3,885 819 
Less: Imputed interest .......... 0.000.000 eee eee (398) (28) 
Total oo... cece cee cece cece nee eeeeeens $3,487 $791 


Operating lease amounts above do not include sublease income. The Company has entered into various 
sublease agreements with third parties. Under these agreements, the Company expects to receive sublease income 
of approximately $237 million in the next five years and $42 million thereafter. 
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As of January 31, 2023, the Company had additional leases that had not yet commenced totaling $0.4 billion 
and therefore are not reflected on the consolidated balance sheet and tables above. These leases include 
agreements for office facilities to be constructed. These leases will commence between fiscal year 2024 and 
fiscal year 2025 with lease terms of | to 17 years. 


Of the total lease commitment balance, including leases not yet commenced, of $5.1 billion, approximately 
$4.2 billion is related to facilities space. The remaining commitment amount is primarily related to equipment. 


Letters of Credit 


As of January 31, 2023, the Company had a total of $126 million in letters of credit outstanding 
substantially in favor of certain landlords for office space. These letters of credit renew annually and expire at 
various dates through 2033. 


7. Business Combinations 
Fiscal Year 2023 
Traction Sales and Marketing Inc. 


In April 2022, the Company acquired all outstanding stock of Traction Sales and Marketing Inc. (“Traction 
on Demand”), a professional services firm that provides innovative and critical solutions to clients using the 
Company’s service offerings and other advanced cloud technologies. The acquisition date fair value of the 
consideration transferred for Traction on Demand was approximately $340 million, which consisted primarily of 
$302 million in cash. The Company recorded approximately $62 million for customer relationships with 
estimated useful lives of five years. The Company recorded approximately $293 million of goodwill which is 
primarily attributed to the assembled workforce. For the goodwill balance, there is some basis for foreign income 
tax purposes but no basis for U.S. income tax purposes. The fair values assigned to tangible assets acquired and 
liabilities assumed are based on management’s estimates and assumptions and may be subject to change as 
additional information is received and certain tax returns are finalized. The primary areas that remain preliminary 
relate to the fair values of intangible assets acquired, certain tangible assets and liabilities acquired, legal and 
other contingencies as of the acquisition date, income and non-income-based taxes and residual goodwill. The 
Company expects to finalize the valuation as soon as practicable, but not later than one year from the acquisition 
date. The Company has included the financial results of Traction on Demand in its condensed consolidated 
financial statements from the date of acquisition, which were not material. The transaction costs associated with 
the acquisition were not material. 


Fiscal Year 2022 
Slack Technologies, Inc. 


On July 21, 2021, the Company acquired all outstanding stock of Slack, a leading channel-based messaging 
platform. The transaction costs associated with the acquisition were approximately $54 million and were 
recorded in general and administrative expense during fiscal 2022. The acquisition date fair value of the 
consideration transferred for Slack was approximately $27.1 billion, which consisted of the following (in 
millions): 


Fair Value 
CaS cikcestsnowneee teenie haw oh he eee eee $15,799 
Common stock issued ... 0.0.0.0... ccc eee eens 11,064 

Fair value of stock options, restricted stock units and restricted 
stock awards assumed ........... 0.0 cee eee eee eee eens 205 
NOL tots testi ee ee ba Ghat ees meee ee Dass $27,068 


The fair value of the stock options assumed by the Company was determined using the Black-Scholes 
option pricing model. A share conversion ratio of 0.1885 and 0.1804 was applied to convert Slack’s outstanding 
(i) stock options and restricted stock units and (11) restricted stock awards, respectively, into equity awards for 
shares of the Company’s common stock. 


The following table summarizes the fair values of assets acquired and liabilities assumed as of the date of 
acquisition (in millions): 


Fair Value 
Cash and cash equivalents ....... 0.0.0... cee eee eee eee ee $ 1,508 
Accounts receivable ....... 0.0.0.0 cece eens 98 
Acquired customer contract asset ........... 0.000.000.0008. 70 
Operating lease right-of-use assets ............... 0.000.000. 200 
QUtherASSets miss ee ee eka debe dees te ect Qh baa ge ones 409 
Goodwill ....6.4..5 nde edge oe eh eee bee oe La eee PRS ews 21,410 
MntanGibleAassets: sc: ena tew bene eee ace eed eee 6,350 
Accounts payable, accrued expenses and other liabilities ....... (478) 
Wnearned revenue: 2 isc oe hace dees Sd ec da den id eek dad es (382) 
Slack Convertible Notes (see Note 9)..............00000008e (1,339) 
Operating lease liabilities ............... 00.0.0. .0000 0000. (303) 
Deferred tax liability... 0.0... 0... eee eee eee (475) 
Netiassetssacquired ei. a.c.c0 ous tA RS oes neat ee a ar ee $27,068 


The excess of purchase consideration over the fair value of other assets acquired and liabilities assumed was 
recorded as goodwill. The resulting goodwill is primarily attributed to the assembled workforce and expanded 
market opportunities, including integrating the Slack product offering with existing Company service offerings in 
a digital-first, work anywhere world. The goodwill has no basis for U.S. income tax purposes. 


The following table sets forth the components of identifiable intangible assets acquired and their estimated 
useful lives as of the date of acquisition (in millions): 


Fair Value Useful Life 


Developed technology ................ $2,360 5 years 
Customer relationships ............... 3,690 8 years 
Other purchased intangible assets ....... 300 6 years 


Total intangible assets subject to 
AMOLHZAUON dca. 04200 a. a8 dea wees we Sal bes $6,350 


Developed technology represents the preliminary estimated fair value of Slack’s data analysis technologies. 
Customer relationships represent the preliminary estimated fair values of the underlying relationships with Slack 
customers. 


The Company assumed unvested stock options, restricted stock units and restricted stock awards with an 
estimated fair value of $1.7 billion. Of the total consideration, $205 million was allocated to the purchase 
consideration and $1.5 billion was allocated to future services and will be expensed over the remaining service 
periods on a straight-line basis. 
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Acumen Solutions, Inc. 


In February 2021, the Company acquired all outstanding stock of Acumen Solutions, Inc. (“Acumen”), a 
professional services firm that provides innovative and critical solutions to clients using the Company’s service 
offerings and other advanced cloud technologies. The acquisition date fair value of the consideration transferred 
for Acumen was approximately $433 million, in cash. The Company recorded approximately $99 million for 
customer relationships with estimated useful lives of eight years. The Company recorded approximately 
$337 million of goodwill which is primarily attributed to the assembled workforce. For the goodwill balance 
there is no basis for U.S. income tax purposes. 


Fiscal Year 2021 
Vlocity 


In June 2020, the Company acquired all outstanding stock of Vlocity, Inc. (“Vlocity”), a leading provider of 
industry-specific cloud and mobile software. The transaction costs associated with its acquisition were 
immaterial. The acquisition date fair value of the consideration transferred for Vlocity was approximately 
$1.4 billion, which primarily consisted of $1.2 billion of cash paid and $208 million of fair value related to the 
pre-existing relationship. The Company recorded $473 million of intangible assets related to customer 
relationships and developed technology with useful life of four to eight years. Developed technology represents 
the fair value of Vlocity’s industry-specific cloud and mobile software. Customer relationships represent the fair 
values of the underlying relationships with Vlocity customers. The Company recorded $1.0 billion of goodwill 
which is primarily attributed to the assembled workforce and expanded market opportunities, for which there is 
no basis for U.S. income tax purposes. 


The Company assumed unvested options with a fair value of $139 million. Of the total consideration, 
$6 million was allocated to the purchase consideration and $133 million was allocated to future services and will 
be expensed over the remaining service periods on a straight-line basis. 


The Company had a noncontrolling equity investment in Vlocity valued at $167 million prior to the 
acquisition. The Company recognized a gain of approximately $41 million as a result of remeasuring its prior 
equity interest in Vlocity held before the business combination. The gain is included in gains on strategic 
investments, net in the consolidated statements of operations. 


Evergage 


In February 2020, the Company acquired all outstanding stock of Evergage Inc. (“Evergage’’) a cloud-based 
real-time personalization and customer data platform. The acquisition date fair value of the consideration 
transferred for Evergage was approximately $100 million, which consisted of cash and the fair value of stock 
options and restricted stock awards assumed. 
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8. Intangible Assets Acquired Through Business Combinations and Goodwill 
Intangible Assets Acquired Through Business Combinations 


Intangible assets acquired through business combinations were as follows (in millions): 


Weighted 
Average 
Remaining 
Useful Life 
Intangible Assets, Gross Accumulated Amortization Intangible Assets, Net (Years) 
Additions and Expense and 
January 31, retirements, January 31, January 31, retirements, January 31, January 31, January 31, January 31, 
2022 net (1) 2023 2022 net 2023 2022 2023 2023 
Acquired developed 
technOlOBY ui. sa dss $ 5,633 $ (789) $ 4,844 $(2,263) $(208) $(2,471) $3,370 $2,373 3.8 
Customer relationships .. . 6,995 (304) 6,691 (1,662) (500) (2,162) 5,333 4,529 6.7 
Other (2) ssiasceeascnne 345 (42) 303 (70) (10) (80) 275 223 3.3 
VOtal hase s esta deeanne $12,973 $(1,135) $11,838 $(3,995) $(718) $(4,713) $8,978 $7,125 5.7 


(1) The Company retired $1.2 billion of fully depreciated intangible assets during fiscal 2023, of which 
$826 million were included in acquired developed technology and $366 million were included in customer 
relationships. 

(2) Included in other are in-place leases, trade names, trademarks and territory rights. 


Amortization of intangible assets resulting from business combinations for fiscal 2023, 2022 and 2021 was 
$2.0 billion, $1.6 billion and $1.1 billion, respectively. 


The expected future amortization expense for intangible assets as of January 31, 2023 was as follows (in 
millions): 


Fiscal Period: 


USCA 2024 te. aan ceca ete care era eae a sae ane ane he Gece eed eee, cas $1,869 
Pis@all 2025. <.sids sd ete 4 Gbed hades aa wie bu w hw sd Sheri Recaene 1,597 
PISGall: 2026» acacs aceceshs Aas ewer db spack seeder digelos, 43 Wiese ea OE ote hee aaa eas 1,355 
Fiscal 2027 2s. 3 hte oie Ya Gale oak Oe we ee dBSs bh Sac ee 990 
ISCall 2028 en sesnsvewiccs ocers-acgrage atnnehienk seus cub ale. Gh ese aNe eeonpeeuete ne eens 616 
Thereatter® 2515.3 ein} ese oS and wR Ae eed oes Mea he 698 
Total amortization expense ......... 0. eee eee eee $7,125 
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Goodwill 
Goodwill represents the excess of the purchase price in a business combination over the fair value of net 


assets acquired. 


The changes in the carrying amounts of goodwill, which is generally not deductible for tax purposes, were 
as follows (in millions): 


Balance at January 31.2021. setae acvcracadan Paka danaed ui eu ee gee eevee $26,318 
STACK eee totes sce od ceva terdin at a races dencomey an te aces siatade, acnseeecestla cans tenstanmcace wlakst aeaanees ors 21,161 
ACUMEN i: od Se bard bid Heb et be eR SE OTE ee Ee ae Red De ete eae Gb end 337 
Other acquisitions and adjustments (1) .... 0.2.0.0... eee eee 121 

Balance as of January 31, 2022.00.60 6.4444 e tee eee eed we dS RES ERE E $ 47,937 
‘Traction-Om Demand <5. seed ins aes acne oaks Seg Sea ale age eeenk dese hems waa wh ae Seas 293 
Other acquisitions and adjustments (1) ...... 2.0.0... eee ec eee eee 338 

Balance.as:of January 311, 2023 66 esate sein ela date nes Sew tbo 64 oe eae ew $ 48,568 


(1) Adjustments include measurement period adjustments for business combinations from the prior year, 
including approximately $249 million in fiscal 2023 related to the Company’s July 2021 acquisition of 
Slack Technologies, Inc. (“Slack’’) and the effect of foreign currency translation. 


9. Debt 


The carrying values of the Company’s borrowings were as follows (in millions): 


Outstanding 
Contractual Principal as of 
Interest January 31, January 31, January 31, 
2023 2023 2022 


ee, ee eee 2 
2023 Senior Notes ........... April 2018 April 2023 3.25% $ 1,000 $ 1,000 $ 998 
Loan assumed on 50 Fremont .. February 2015 June 2023 3.75 182 182 186 
2024 Senior Notes ........... July 2021 July 2024 0.625 1,000 998 997 
2028 Senior Notes ........... April 2018 April 2028 3.70 1,500 1,493 1,492 
2028 Senior Sustainability Notes July 2021 July 2028 1.50 1,000 992 990 
2031 Senior Notes ........... July 2021 July 2031 1.95 1,500 1,489 1,488 
2041 Senior Notes ........... July 2021 July 2041 2.70 1,250 1,235 1,234 
2051 Senior Notes ........... July 2021 July 2051 2.90 2,000 1,977 1,976 
2061 Senior Notes ........... July 2021 July 2061 3.05 1,250 11,235 1,235 
Total carrying value of debt. ... $10,682 10,601 10,596 
Less current portion of debt... . (1,182) (4) 
Total noncurrent debt......... $ 9,419 $10,592 


The Company was in compliance with all debt covenants as of January 31, 2023. 


The total estimated fair value of the Company’s outstanding senior unsecured notes (the “Senior Notes”) 
above was $8.8 billion and $10.3 billion as of January 31, 2023 and 2022, respectively. The fair value was 
determined based on the closing trading price per $100 of the Senior Notes as of the last day of trading of fiscal 
2023 and the last day of trading of fiscal 2022, respectively, and are deemed Level 2 liabilities within the fair 
value measurement framework. 
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The contractual future principal payments for all borrowings as of January 31, 2023 were as follows (in 
millions): 


Fiscal Period: 


Bistal 2024) 6s: sca's isa etlegute aie adeg tase hipietase gts ee lekat phd ates ats $ 1,182 
Fiséal 2025. j.cidvecdda Hebe dhe ead Shale bdeheh eehee 1,000 
Piscal 2026- sac opts RAN Pew uen eed cet aede sb Mee Eee Neeaaade eae 0 
Fiscal 2027 ce ee dieigae sg Reed heen Oy Sb ie 843 Ceeedw eed 0 
Fiscal 2028 igsc.41. 9c paces gaa Mee eet needs oh hak ee eee ES KE 0 
MNGLGATEE 34-8 ing oh diesen ete bee Sok Sohne Bo baer eee ater eee 8,500 
Total principal outstanding ........ 2.0.0... eee eee eee $10,682 


Revolving Credit Facility 


In December 2020, the Company entered into a Credit Agreement with Citibank, N.A., as administrative 
agent, and certain other institutional lenders (the “Revolving Loan Credit Agreement’) that provides for a 
$3.0 billion unsecured revolving credit facility (“Credit Facility”) and matures in December 2025. The Company 
may use the proceeds of future borrowings under the Credit Facility for general corporate purposes, which may 
include, without limitation, financing the consideration for, fees, costs and expenses related to any acquisition. In 
April 2022, the Company amended the Revolving Loan Credit Agreement to reflect certain administrative 
changes. 


There were no outstanding borrowings under the Credit Facility as of January 31, 2023. The Company 
continues to pay a commitment fee on the available amount of the Credit Facility, which is included within other 
expense in the Company’s consolidated statements of operations. 


Interest Expense on Debt 


The following table sets forth total interest expense recognized related to debt (in millions), which is 
included within other expense in the Company’s consolidated statements of operations: 


Fiscal Year Ended 
January 31, 
2023 2022 2021 
Contractual interest expense 2.2.0... 66.0 es $277 $198 $96 
Amortization of debt discounts and debt issuance COStS ..........0 0.00 eee ee eee ee eee 10 18 14 


$287 $216 $110 


10. Restructuring 


In January 2023, the Company announced a restructuring plan (the “Plan’’) intended to reduce operating 
costs, improve operating margins, and continue advancing the Company’s ongoing commitment to profitable 
growth. The Plan includes a reduction of the Company’s workforce and select real estate exits and office space 
reductions within certain markets. The actions associated with the employee restructuring under the Plan are 
expected to be substantially complete by the end of the Company’s fiscal 2024, subject to local law and 
consultation requirements. The actions associated with the real estate restructuring under the Plan are expected to 
be fully complete in fiscal 2026. The Company incurred approximately $828 million in charges in connection 
with the Plan in fiscal 2023, which consists of $683 million in charges related to employee transition, severance 
payments, employee benefits and share-based compensation and $145 million in exit charges associated with the 
office space reductions. 
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The following table summarizes the activities related to the restructuring for fiscal 2023 (in millions): 


Real estate exits and office space 


Workforce reduction reductions Total 
Charges: ....3.¢ dc imtdaddoinddeideebinddestdaeans $683 $ 145 $ 828 
PayMents: 4.0 ccrk hare Giga ele bh bala RaSh aee a aces (48) (25) (73) 
Non-cash items ........ 0.0... (28) (120) (148) 
Liability as of January 31, 2023 ...............0.0, $607 0 $ 607 


The liability as of January 31, 2023 for restructuring charges, which is related to workforce reduction, is 
included in accounts payable, accrued expenses and other liabilities on the consolidated balance sheet. 
11. Stockholders’ Equity 


The Company maintains the following stock plans: the ESPP, the 2013 Equity Incentive Plan and the 2014 
Inducement Equity Incentive Plan (“2014 Inducement Plan’). Options issued have terms of seven years. 


The fair value of each stock option grant was estimated on the date of grant using the Black-Scholes option 
pricing model with the following assumptions and fair value per share: 


Fiscal Year Ended January 31, 


2023 2022 2021 
Volatility <.026.:3ccmdsa tied ee tee dete 34 - 40% 34 - 37% 28 - 37% 
Estimated WiGs. cog sad cided eens eed deed 3.5 years 3.5 years 3.5 years 
Risk-free interest rate... 02... 2 ee eee eee 17-44% O4-17% 0.2-14% 
Weighted-average fair value per share of grants... $ 62.10 $ 5934 $ 41.24 


The Company estimated its future stock price volatility considering both its observed option-implied 
volatilities and its historical volatility calculations. Management believes this is the best estimate of the expected 
volatility over the expected life of its stock options and stock purchase rights. 


The estimated life for the stock options was based on an analysis of historical exercise activity. The risk-free 
interest rate is based on the rate for a U.S. government security with the same estimated life at the time of the 
option grant and the stock purchase rights. 


The estimated forfeiture rate applied is based on historical forfeiture rates. The Company does not anticipate 
paying any cash dividends in the foreseeable future and therefore uses an expected dividend yield of zero in the 
option pricing model. 


The estimated forfeiture rate applied is based on historical forfeiture rates. The Company does not anticipate 
paying any cash dividends in the foreseeable future and therefore uses an expected dividend yield of zero in the 
option pricing model. 


In fiscal 2023, 2022 and 2021, the Company granted performance-based restricted stock unit awards to 
certain employees, including the Chair of the Board and Chief Executive Officer and other senior executives. The 
performance-based restricted stock unit awards are subject to vesting based on a market-based condition and a 
service-based condition. At the end of the three-year service period, based on the Company’s share price 
performance, these performance-based restricted stock units will vest in a percentage of the target number of 
shares between 0 and 200 percent, depending on the extent the performance condition is achieved. 
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Stock option activity for fiscal 2023 was as follows: 


Options Outstanding 
Shares Outstanding Aggregate 
Available for Stock Weighted- Intrinsic 
Grant Options Average Value 
(in millions) (in millions) Exercise Price (in millions) 
Balance as of January 31, 2022 .......... 66 21 $156.34 
Increase in shares authorized: 
2013 Equity Incentive Plan ..... 44 
Options granted under all plans ...... (8) 8 205.90 
Restricted stock activity ............ (32) 
EXELCISEd:.. 2s. gsicenca dtc nded edges creer 0) (3) 97.47 
Plan shares expired or canceled ...... = Q) 188.04 
Balance as of January 31, 2023 .......... as 23 $175.23 $2,982 
Vested or expected to vest .............. 23 $173.38 $2,852 
Exercisable as of January 31,2023 ....... 12 $149.40 $1,808 


The total intrinsic value of the options exercised during fiscal 2023, 2022 and 2021, was $0.2 billion, 
$1.2 billion, and $1.2 billion, respectively. The intrinsic value of options exercised during each year is calculated 
as the difference between the market value of the stock at the time of exercise and the exercise price of the stock 
option. 


The weighted-average remaining contractual life of vested and expected to vest options is approximately 
4.37 years. 


As of January 31, 2023, options to purchase 12 million shares were vested at a weighted-average exercise 
price of $149.40 per share and had a weighted-average remaining contractual life of approximately 3.33 years. 
The total intrinsic value of these vested options based on the market value of the stock as of January 31, 2023 
was approximately $1.8 billion. 


Options Outstanding Options Exercisable 
Weighted-Average 
Number Remaining Number of 
Range of Exercise Outstanding Contractual Life | Weighted-Average Shares Weighted-Average 
Prices (in millions) (Years) Exercise Price (in millions) Exercise Price 
$0.76 to $118.04 ............ 4 25 $ 82.60 4 $ 84.42 
$120.75 to $151.25 .......... 1 4.4 140.34 1 138.14 
$154.14 2 cau eceed ai ees 4 4.0 154.14 2 154.14 
$155.20 to $171.43 .......... 3 307 162.03 3 161.25 
$176.98 to $215.17 .......... 4 4.9 211.42 2 213.44 
$218.21 to $296.84 .......... me 5.8 224.52 il 239.94 
23 4.5 $175.23 13 $149.40 
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Restricted stock activity for fiscal 2023 was as follows: 


Weighted- 
Average Aggregate 
Grant Intrinsic 
Outstanding Date Fair Value (in 
Balance as of January 31, 2022 ©... 0. eee eee 27 $202.85 
Granted - restricted stock units and awards ..............00 000 eee 18 201.34 
Granted - performance-based stock units ............. 00.0000 0000. 1 203.28 
Can Ole Gh 6542.0 as date, Pee Sap htce Sdn anew al ed deed A oem sass Weegee (5) 203.07 
Vested and converted to shares .......... 0... c eee eee eens (12) 196.21 
Balance as of January 31, 2023 1.0.2.0... eee nee 29 $204.62 $4,924 
Expected 10 VeSt v0 i026 wdnedid seas weteae epee edad dae Meee ead 26 $4,302 


Restricted Stock Outstanding 


The restricted stock, which upon vesting entitles the holder to one share of common stock for each share of 
restricted stock, has an exercise price of $0.001 per share, which is equal to the par value of the Company’s 
common stock, and generally vest over four years. The total fair value of shares vested during fiscal 2023 and 
2022 was $2.1 billion and $3.2 billion, respectively. 


The aggregate expected stock-based compensation expense remaining to be recognized as of January 31, 
2023 was as follows (in millions): 


The aggregate expected stock-based compensation expense remaining to be recognized reflects only 


Fiscal Period: 


Fiscal 2024) 006. dake rea ae haged seas abet eee eee aes has $2,672 
Biscall 2025 Miceds operate needs Peet er eee by Seuss 1,849 
Fiscal. 2026: a.0:cc soa. dee eans pene ewe ay galh bean 8 a4 eae nsonien 1,156 
PisCal 2027 o.ccbe ahi dis bek bbw hob a ei Mod oe eae ke 207 
Total stock-based compensation expense ................. $5,884 


outstanding stock awards as of January 31, 2023 and assumes no forfeiture activity. The aggregate expected 
stock-based expense remaining will be recognized over a weighted-average period of approximately two years. 


Common Stock 


The following number of shares of common stock were reserved and available for future issuance at 


January 31, 2023 (in millions): 


Options outstanding ........ 0.0.0... eee eee ee 
Restricted stock awards and units and performance-based stock 
UNIS OULStANGING:.....c.d.e welaed ode eee geadendaged eg eseanea glaralana.d 
Stock available for future grant or issuance: 
2013 Equity Incentive Plan ......................0004. 
2014 Inducement Plan ............. 0.0.0.0 .2 02 eee ee 
Amended and Restated 2004 Employee Stock Purchase 
PAD gh -c.0's tebsckhtacet bie tee he baw deen Pd Sted 


105 


Preferred Stock 


The Company’s board of directors has the authority, without further action by stockholders, to issue up to 
5,000,000 shares of preferred stock in one or more series. The Company’s board of directors may designate the 
rights, preferences, privileges and restrictions of the preferred stock, including dividend rights, conversion rights, 
voting rights, terms of redemption, liquidation preference, sinking fund terms and number of shares constituting 
any series or the designation of any series. The issuance of preferred stock could have the effect of restricting 
dividends on the Company’s common stock, diluting the voting power of its common stock, impairing the 
liquidation rights of its common stock, or delaying or preventing a change in control. As of January 31, 2023 and 
2022, no shares of preferred stock were outstanding. 


Share Repurchase Program 


In August 2022, the Board of Directors authorized a program to repurchase up to $10.0 billion of the 
Company’s common stock (the “Share Repurchase Program’). In February 2023, the Board of Directors 
authorized an additional $10.0 billion in repurchases under the Share Repurchase Program for an aggregate total 
authorized of $20.0 billion. The Share Repurchase Program does not have a fixed expiration date and does not 
obligate the Company to acquire any specific number of shares. Under the Share Repurchase Program, shares of 
common stock may be repurchased using a variety of methods, including privately negotiated and/or open market 
transactions, including under plans complying with Rule 10b5-1 under the Securities Exchange Act of 1934, as 
amended (the “Exchange Act’’), as part of accelerated share repurchases and other methods. The timing, manner, 
price and amount of any repurchases are determined by the Company in its discretion and depend on a variety of 
factors, including legal requirements, price and economic and market conditions. 


The Company accounts for treasury stock under the cost method. 


During fiscal year ended January 31, 2022, the Company repurchased approximately 28 million shares of its 
common stock for approximately $4.0 billion at an average price per share of $144.94. All repurchases were 
made in open market transactions. As of January 31, 2023, the Company was authorized to purchase a remaining 
$6.0 billion of its common stock under the Share Repurchase Program, which was subsequently increased by an 
additional $10.0 billion in February 2023. 


12. Income Taxes 


The domestic and foreign components of income before provision for (benefit from) income taxes consisted 
of the following (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
MOTE SEG eo oe a he ee $398 $1,338 $2,683 
POTION: gape ds steaks Shae vale er pede wi ee 262 194 (122) 


$660 $1,532 $2,561 


The provision for (benefit from) income taxes consisted of the following (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
Current: 
Federal .......0 0... c cee cee eee eee eee $173 $ 6 $(12) 
SUAUG. Soe caeeseeasaens ate adeitae Aneesh cep etinaed rat ene ee 216 (16) 53 
100) (2) 4 | Une gn ee ee 397 352 238 
MOUAL, «iced heterosis cts Baten eee ee relate teat, 2 786 342 279 


Fiscal Year Ended January 31, 


2023 2022 2021 
Deferred: 
Mederal, .xiscrceethiss sac -dst Ga euceee apres ateaee 2 (134) (181) 228 
Stale 6 264.dnreide hice Sadie clbe rad atences (203) (57) 66 
OPEI OM) 2c sats, «ance ate etis Se ed Rana ay Oe 3 (16) (2,084) 
MOEA. soestsstecssnscay ac dtaceeaeeteicons dice tcsceiars.taieetet dtaareh sce basta (334) (254) (1,790) 
Provision for (benefit from) income taxes ......... $ 452 $ 88 $1,511) 


In fiscal 2023, the Company recorded a tax provision of $452 million primarily due to taxes from profitable 
jurisdictions outside of the United States which includes withholding taxes. In fiscal 2022, the Company recorded 
a tax provision of $88 million primarily due to taxes from profitable jurisdictions outside of the United states, 
which was offset by a net U.S. tax benefit primarily due to excess tax benefits from stock-based compensation. In 
fiscal 2021, the Company changed its international corporate structure, which included the transfer of certain 
intangible property to Ireland resulting in a net tax benefit of $2.0 billion related to foreign deferred tax assets. 
The deferred tax assets were recognized as a result of the book and tax basis difference on the intangible property 
transferred to an Irish subsidiary and were based on the intangible property’s current fair value. The 
determination of the estimated fair value of the intangible property is complex and subject to judgement due to 
the use of subjective assumptions in the valuation models used by management. The tax amortization related to 
the intellectual property transferred will be recognized in future periods and any amortization that is unused in a 
particular year can be carried forward indefinitely under Irish tax laws. The deferred tax asset and the tax benefit 
were measured based on the currently enacted Irish tax rate. The Company believes that it is more likely than not 
that the deferred tax assets will be realized in Ireland. 


A reconciliation of income taxes at the statutory federal income tax rate to the provision for (benefit from) 
income taxes included in the accompanying consolidated statements of operations is as follows (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 

U.S. federal taxes at statutory rate ................0.. $ 139 $ 322 $ 538 
State, net of the federal benefit ..................005. 29 (29) 90 
Effects of non-U.S. operations (1) ................00. 287 199 (1,817) 
Tax ChedSigc 4. niic5e guna ot ahaa ee ee daa Bee bees (239) (263) (125) 
Non-deductible expenses ................ 00.00.0000. 94 83 45 
Foreign-derived intangible income deduction .......... (55) 0 0 
(Windfall)/shortfall related to share-based 

COMPCNSAUON. 6 nee ce eee ak Hees Rae ewe eee nee et en 31 (323) (289) 
Effect of U.S. tax law change .................0..04. 0 0 23 
Change in valuation allowance ...................04. 171 101 15 
Other; Net. 2.00644 ee de ce et Hh dd es (5) (2) 9 
Provision for (benefit from) income taxes ............. $ 452 $ 88 $1,511) 


(1) Fiscal 2021 effects of non-U.S. operations included tax benefit from the transfer of certain intangible 
property in Ireland. 


Deferred Income Taxes 


Deferred income taxes reflect the net tax effect of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 


107 


Significant components of the Company’s deferred tax assets and liabilities were as follows (in millions): 


As of January 31, 
2023 2022 
Deferred tax assets: 
Losses and deductions carryforward ............... $ 268 $ 682 
Deferred stock-based compensation expense ......... 312 244 
Tax credits 2.0... ete eee 1,055 1,469 
Accrued abilities. .c.c6dee gale aeons hale ox date 470 300 
Intangible assets ...... 0.0... cece eee eee 1,976 2,009 
Lease liabilities... 0... 0.0.0... cece eee 912 862 
Unearned revenue .......... 0.0.0 c eee eens 78 116 
Capitalized research & development ............... 914 0 
OUNGR 33. Aecete denioects Spa een eas eager eats 86 32 
Total deferred tax assetS ... 0.0... 0. ccc eee eee eee 6,071 5,714 
Less valuation allowance ........... 0.000 e cee eens (633) (463) 
Deferred tax assets, net of valuation allowance ........... 5,438 5,251 
Deferred tax liabilities: 
Capitalized costs to obtain revenue contracts ......... (913) (817) 
Purchased intangible assets .............0.0.0 0007 (1,500) (1,902) 
Depreciation and amortization .................00- (304) (178) 
Basis difference on strategic and other investments... . (250) (337) 
Lease right-of-use assets... 0.0.0.0... eee eee eee (767) (735) 
Total deferred tax liabilities .......... 0.0... 00. .00000. (3,734) (3,969) 
Net deferred tax assets (liabilities) ..................... $1,704 $ 1,282 


At January 31, 2023, for federal income tax purposes, the Company had net operating loss carryforwards of 
approximately $0.2 billion, which expire in fiscal 2024 through 2038 with the exception of post-2017 losses that 
do not expire, federal research and development tax credits of approximately $1.1 billion, which expire in fiscal 
2025 through fiscal 2043, foreign tax credits of approximately $79 million, which expire in fiscal 2029 through 
fiscal 2033. For California income tax purposes, the Company had net operating loss carryforwards of 
approximately $1.1 billion which expire beginning in fiscal 2029 through fiscal 2043, California research and 
development tax credits of approximately $730 million, which do not expire. 


For other states’ income tax purposes, the Company had net operating loss carryforwards of approximately 
$1.1 billion, which expire beginning in fiscal 2024 through fiscal 2043 and tax credits of approximately 
$79 million, which expire beginning in fiscal 2024 through fiscal 2033. Utilization of the Company’s net 
operating loss carryforwards may be subject to substantial annual limitation due to the ownership change 
limitations provided by the Internal Revenue Code and similar state provisions. Such an annual limitation could 
result in the expiration of the net operating loss and tax credit carryforwards before utilization. 


The Company had a valuation allowance of $633 million and $463 million as of January 31, 2023 and 
January 31, 2022 respectively. The Company regularly assesses the realizability of its deferred tax assets and 
establishes a valuation allowance if it is more-likely-than-not that some or all of its deferred tax assets will not be 
realized. The Company evaluates and weighs all available positive and negative evidence such as historic results, 
future reversals of existing deferred tax liabilities, projected future taxable income, as well as prudent and feasible 
tax-planning strategies. The assessment requires significant judgment and is performed in each of the applicable 
jurisdictions. The increase in the valuation allowance during fiscal 2023 was primarily due to state tax credits and 
certain U.S foreign tax credits that are not expected to be realized. At the end of January 31, 2023, the valuation 
allowance was primarily related to U.S. states’ net operating loss and tax credits, and certain U.S foreign tax 
credits. The Company will continue to evaluate the need for valuation allowances for its deferred tax assets. 
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Unrecognized Tax Benefits and Other Considerations 


The Company records liabilities related to its uncertain tax positions. Tax positions for the Company and its 
subsidiaries are subject to income tax audits by multiple tax jurisdictions throughout the world. The Company 
recognizes the tax benefit of an uncertain tax position only if it is more likely than not that the position is 
sustainable upon examination by the taxing authority, based on the technical merits. The tax benefit recognized is 
measured as the largest amount of benefit which is greater than 50 percent likely to be realized upon settlement 
with the taxing authority. 


A reconciliation of the beginning and ending balance of total unrecognized tax benefits for fiscal years 
2023, 2022 and 2021 is as follows (in millions): 


Fiscal Year Ended January 31, 


2023 2022 2021 
Beginning of period. 2s s.v6 ects e geek See eee ee eee $1,822 $1,479 $1,433 
Tax positions taken in prior period: 

GTOSS INCKEASES. ose cece sched ek bese boaddhee btdaededes 53 29 77 

GTOSS GECTEASES 2 5h oss heed Sadia Bae sek dyed dns Roaceaneade wR Seeds (45) (27) (40) 
Tax positions taken in current period: 

GTOSS-INCEEASES: o.:2ace: sca cic bog gases eee dS enw oay dda ce odcalatponnasse ss are utente 227 358 107 
SCttleMeNtS: 2.04.0 soe ctehdeedeweds ence den ehusean eae babes (40) 0) (87) 
Lapse of statute of limitations .............. 0.0.00 c cece eee eee (12) (7) (19) 
Currency translation effect ... 0.0.0... cee eee eee (30) (6) 8 
Endtof period! vcecce anders vance oP4 aaeGie ob 8 eee ade eee wees $1,975 $1,822 $1,479 


In fiscal 2023, 2022 and 2021, the Company reported a net increase of approximately $153 million, 
$343 million, and $46 million, respectively in its unrecognized tax benefits. The increase in unrecognized tax 
benefits during fiscal 2022 was primarily for acquisition related liabilities. For fiscal 2023, 2022 and 2021, total 
unrecognized tax benefits in an amount of $1.5 billion, $1.3 billion and $1.3 billion, respectively, if recognized, 
would have reduced income tax expense and the Company’s effective tax rate. 


The Company has recognized interest and penalties related to unrecognized tax benefits in the income tax 
provision of $49 million, $21 million and $25 million in fiscal 2023, 2022 and 2021, respectively. Interest and 
penalties accrued as of January 31, 2023, 2022 and 2021 were $107 million, $58 million and $37 million, 
respectively. 


Certain prior year tax returns are currently being examined by various taxing authorities in countries 
including the United States, France, Germany and Israel. The Company believes that it has provided adequate 
reserves for its income tax uncertainties in all open tax years. As the outcome of the tax audits cannot be 
predicted with certainty, if any issues addressed in the Company’s tax audits are resolved in a manner 
inconsistent with management’s expectations, the Company could adjust its provision for income taxes in the 
future. 


The Company has operations and taxable presence in multiple jurisdictions in the U.S. and outside of the 
U.S. Tax positions for the Company and its subsidiaries are subject to income tax audits by multiple tax 
jurisdictions around the world. The Company currently considers U.S. federal, Japan, Australia, Germany, 
France, United Kingdom, Ireland and Israel to be major tax jurisdictions. The Company’s U.S. federal tax returns 
since fiscal 2008 remain open to examination. With some exceptions, tax years prior to fiscal 2017 in 
jurisdictions outside of U.S. are generally closed. 


The Company anticipates it is reasonably possible that an inconsequential decrease of its unrecognized tax 
benefits may occur in the next 12 months, as the applicable statutes of limitations lapse, ongoing examinations 
are completed, or tax positions meet the conditions of being effectively settled. 
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13. Net Income Per Share 


Basic earnings per share is computed by dividing net income by the weighted-average number of common 
shares outstanding for the fiscal period. Diluted earnings per share is computed by giving effect to all potential 
weighted average dilutive common stock, including options and restricted stock units. The dilutive effect of 
outstanding awards is reflected in diluted earnings per share by application of the treasury stock method. 


A reconciliation of the denominator used in the calculation of basic and diluted earnings per share is as 
follows (in millions): 


Fiscal Year Ended January 31, 
2023 2022 2021 


Numerator: 
INCEINCOME cecthdet, cad detorcens Moree ee arekceang oe Sead dia ee de ee $208 $1,444 $4,072 


Denominator: 
Weighted-average shares outstanding for basic earnings per 
SWANS ah so dedeand wisi ached eiacgutdecstatdudgessauaesbondeae Golan gggua’e gd 992 955 908 
Effect of dilutive securities: 
Employee stock awards ........... 00... 0.0 c eee eee ee 3 19 22 


Adjusted weighted-average shares outstanding and assumed 
conversions for diluted earnings per share ............... 997 974 930 


The weighted-average number of shares outstanding used in the computation of diluted earnings per share 
does not include the effect of the following potentially outstanding common stock. The effects of these 
potentially outstanding shares were not included in the calculation of diluted earnings per share because the 
effect would have been anti-dilutive (in millions): 


Fiscal Year Ended January 31, 
2023 2022 2021 


Employee stock awatds:«j..s0ccee cites estsae td oop bed eas 39 4 6 


14. Legal Proceedings and Claims 


In the ordinary course of business, the Company is or may be involved in various legal or regulatory 
proceedings, claims or purported class actions related to alleged infringement of third-party patents and other 
intellectual property rights, commercial, corporate and securities, labor and employment, wage and hour and 
other claims. The Company has been, and may in the future be put on notice or sued by third parties for alleged 
infringement of their proprietary rights, including patent infringement. 


In general, the resolution of a legal matter could prevent the Company from offering its service to others, 
could be material to the Company’s financial condition or cash flows, or both, or could otherwise adversely 
affect the Company’s reputation and future operating results. 


The Company makes a provision for a liability relating to legal matters when it is both probable that a 
liability has been incurred and the amount of the loss can be reasonably estimated. These provisions are reviewed 
at least quarterly and adjusted to reflect the impacts of negotiations, estimated settlements, legal rulings, advice 
of legal counsel and other information and events pertaining to a particular matter. The outcomes of legal 
proceedings and other contingencies are, however, inherently unpredictable and subject to significant 
uncertainties. At this time, the Company is not able to reasonably estimate the amount or range of possible losses 
in excess of any amounts accrued, including losses that could arise as a result of application of non-monetary 
remedies, with respect to the contingencies it faces, and the Company’s estimates may not prove to be accurate. 
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In management’s opinion, resolution of all current matters, including all those described below, is not 
expected to have a material adverse impact on the Company’s financial statements. However, depending on the 
nature and timing of any such dispute, payment or other contingency, the resolution of a matter could materially 
affect the Company’s current or future results of operations or cash flows, or both, in a particular quarter. 


Slack Litigation 


Beginning in September 2019, seven purported class action lawsuits were filed against Slack, its directors, 
certain of its officers and certain investment funds associated with certain of its directors, each alleging violations 
of securities laws in connection with Slack’s registration statement on Form S-1 (the “Registration Statement’) 
filed with the SEC. All but one of these actions were filed in the Superior Court of California for the County of 
San Mateo, though one plaintiff originally filed in the County of San Francisco before refiling in the County of 
San Mateo (and the original San Francisco action was dismissed). The remaining action was filed in the U.S. 
District Court for the Northern District of California (the “Federal Action’’). In the Federal Action, captioned 
Dennee v. Slack Technologies, Inc., Case No. 3:19-CV-05857-SI, Slack and the other defendants filed a motion 
to dismiss the complaint in January 2020. In April 2020, the court granted in part and denied in part the motion to 
dismiss. In May 2020, Slack and the other defendants filed a motion to certify the court’s order for interlocutory 
appeal, which the court granted. Slack and the other defendants filed a petition for permission to appeal the 
district court’s order to the Ninth Circuit Court of Appeals, which was granted in July 2020. Oral argument was 
heard in May 2021. On September 20, 2021, the Ninth Circuit affirmed the district court’s ruling. Slack filed a 
petition for rehearing with the Ninth Circuit on November 3, 2021, which was denied on May 2, 2022. Slack 
filed a petition for a writ of certiorari with the U.S. Supreme Court on August 31, 2022, which was granted on 
December 13, 2022. Oral argument is scheduled for April 17, 2023. The state court actions were consolidated in 
November 2019, and the consolidated action is captioned In re Slack Technologies, Inc. Shareholder Litigation, 
Lead Case No. 19CIV05370 (the “State Court Action’). An additional state court action was filed in San Mateo 
County in June 2020 but was consolidated with the State Court Action in July 2020. Slack and the other 
defendants filed demurrers to the complaint in the State Court Action in February 2020. In August 2020, the 
court sustained in part and overruled in part the demurrers, and granted plaintiffs leave to file an amended 
complaint, which they filed in October 2020. Slack and the other defendants answered the complaint in 
November 2020. Plaintiffs filed a motion for class certification on October 21, 2021, which remains pending. On 
October 26, 2022, the court stayed the State Court Action pending of Slack’s petition for a writ of certiorari in 
the Federal Action. The State Court remains stayed pending the Supreme Court’s decision in the Federal Action. 
The Federal Action and the State Court Action seek unspecified monetary damages and other relief on behalf of 
investors who purchased Slack’s Class A common stock issued pursuant and/or traceable to the Registration 
Statement. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE 


None. 


ITEM 9A. CONTROLS AND PROCEDURES 
(a) Evaluation of Disclosure Controls and Procedures 


Under the supervision and with the participation of our management, including our principal executive 
officers and principal financial officer, we conducted an evaluation of the effectiveness of the design and 
operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the 
Securities Exchange Act of 1934, as amended (the “Exchange Act’), as of the end of the period covered by this 
report. 


In designing and evaluating our disclosure controls and procedures, management recognizes that any 
disclosure controls and procedures, no matter how well designed and operated, can provide only reasonable 
assurance of achieving the desired control objectives. In addition, the design of disclosure controls and 
procedures must reflect the fact that there are resource constraints and that management is required to apply its 
judgment in evaluating the benefits of possible controls and procedures relative to their costs. 


Based on management’s evaluation, our principal executive officers and principal financial officer 
concluded that, as of the end of the period covered by this report, our disclosure controls and procedures are 
designed to, and are effective to, provide assurance at a reasonable level, that the information we are required to 
disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized and 
reported within the time periods specified in Securities and Exchange Commission rules and forms, and that such 
information is accumulated and communicated to our management, including our co-chief executive officers and 
chief financial officer, as appropriate, to allow timely decisions regarding required disclosures. 


(b) Management’s Report on Internal Control Over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and 
with the participation of our management, including our co-chief executive officers and chief financial officer, 
we conducted an evaluation of the effectiveness of our internal control over financial reporting as of January 31, 
2023 based on the guidelines established in the Internal Control—Integrated Framework (2013 framework) 
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Our internal 
control over financial reporting includes policies and procedures that provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external reporting purposes in 
accordance with U.S. generally accepted accounting principles. 


As a result of COVID-19, and as described above, we took precautionary actions to re-evaluate and refine 
our financial reporting process to provide reasonable assurance that we could report our financial results 
accurately and timely. 


Based on the results of our evaluation, our management concluded that our internal control over financial 
reporting was effective as of January 31, 2023. We reviewed the results of management’s assessment with our 
Audit Committee. 


The effectiveness of our internal control over financial reporting as of January 31, 2023 has been audited by 
Ernst & Young LLP, an independent registered public accounting firm, as stated in its report which is included in 
Item 8 of this Annual Report on Form 10-K. 
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(c) Changes in Internal Control over Financial Reporting 


There was no change in our internal control over financial reporting that occurred during the quarter ended 
January 31, 2023 that has materially affected, or is reasonably likely to materially affect, our internal control over 
financial reporting. 


(d) Inherent Limitations on Effectiveness of Controls 


Our management, including our co-chief executive officers and chief financial officer, do not expect that 
our disclosure controls or our internal control over financial reporting will prevent all errors and all fraud. A 
control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance 
that the objectives of the control system are met. Further, the design of a control system must reflect the fact that 
there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of 
the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all 
control issues and instances of fraud, if any, within the Company have been detected. These inherent limitations 
include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of a 
simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by 
collusion of two or more people or by management override of the controls. The design of any system of controls 
is also based in part upon certain assumptions about the likelihood of future events, and there can be no assurance 
that any design will succeed in achieving its stated goals under all potential future conditions; over time, controls 
may become inadequate because of changes in conditions, or the degree of compliance with policies or 
procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements 
due to error or fraud may occur and not be detected. 


ITEM 9B. OTHER INFORMATION 
Not applicable. 


ITEM 9C. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT 
INSPECTIONS 


Not applicable. 
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PART III. 


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 


The information concerning our directors, our Audit Committee and any changes to the process by which 
stockholders may recommend nominees to the Board required by this Item are incorporated herein by reference 
to information contained in the Proxy Statement, including “Directors and Corporate Governance” and, as 
applicable, “Delinquent Section 16(a) Reports.” 


The information concerning our executive officers required by this Item is incorporated by reference herein 
to the section of this Annual Report on Form 10-K in Part L, entitled “Information About Our Executive 
Officers.” 


We have adopted a code of ethics, our Code of Conduct, which applies to all employees, including our chief 
executive officer, Marc Benioff, principal financial officer, Amy Weaver, principal accounting officer, Sundeep 
Reddy and all other executive officers. The Code of Conduct is available on our website at 
http://investor.salesforce.com/about-us/investor/corporate-governance/. A copy may also be obtained without 
charge by contacting Investor Relations, Salesforce, Inc., Salesforce Tower, 415 Mission St, 3rd Fl, San 
Francisco, California 94105 or by calling (415) 901-7000. 


We plan to post on our website at the address described above future amendments and waivers of our Code 
of Conduct as required under applicable NYSE and SEC rules. 


ITEM 11. EXECUTIVE COMPENSATION 


The information required by this Item is incorporated herein by reference to information contained in the 
Proxy Statement, including “Compensation Discussion and Analysis,” “Committee Reports,” “Directors and 
Corporate Governance” and “Executive Compensation and Other Matters.” 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS 


The information required by this Item is incorporated herein by reference to information contained in the 
Proxy Statement, including “Security Ownership of Certain Beneficial Owners and Management and Related 
Stockholder Matters” and “Equity Compensation Plan Information.” 


ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR 
INDEPENDENCE 


The information required by this Item is incorporated herein by reference to information contained in the 
Proxy Statement, including “Directors and Corporate Governance” and “Employment Contracts and Certain 
Transactions.” 


ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 


The information required by this Item is incorporated herein by reference to information contained in the 
Proxy Statement, including “Ratification of Appointment of Independent Auditors.” 
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PART IV 


ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
(a) The following documents are filed as a part of this Annual Report on Form 10-K: 


1. Financial Statements: The information concerning our financial statements, and Report of 
Independent Registered Public Accounting Firm required by this Item is incorporated by reference herein to 
the section of this Annual Report on Form 10-K in Item 8, entitled “Financial Statements.” 


2. Financial Statement Schedules: The Financial Statement Schedules have been omitted because they 
are not applicable or are not required or are not present in material amounts or the information required to 
be set forth herein is included in the Consolidated Financial Statements or Notes thereto. 


3. Exhibits: See “Index to Exhibits.” 


(b) Exhibits. The exhibits listed below in the accompanying “Index to Exhibits” are filed or incorporated by 
reference as part of this Annual Report on Form 10-K. 


ITEM 16. 10-K SUMMARY 


Omitted at registrant’s option. 
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Exhibit 
No. 


4.3 


44 


4.5 


4.6 


4.7 


4.8 


10.1* 


10.2* 


10.3* 


10.4* 
10.5* 


10.6* 


Index to Exhibits 


Provided 

Exhibit Description Herewith 
Restated Certificate of Incorporation of 
Salesforce, Inc. 
Amended and Restated Bylaws of Salesforce, 
Inc. 
Specimen Common Stock Certificate 
Indenture, dated April 11, 2018, between the 
Registrant and U.S. Bank National 
Association, as trustee 
First Supplemental Indenture, dated April 11, 
2018, between the Registrant and U.S. Bank 
National Association, as trustee (including 
Forms of 2023 and 2028 Notes) 
Second Supplemental Indenture, dated 
July 12, 2021, between the Registrant and 
U.S. Bank National Association, as trustee 
(including Forms of the 2024, 2031, 2041, 
2051, 2061 and Sustainability Notes) 
Indenture, dated April 9, 2020, between Slack 
Technologies, Inc. and U.S. Bank National 
Association, as trustee 
First Supplemental Indenture, dated as of 
February 10, 2021, between Slack 
Technologies, Inc. and U.S. Bank National 
Association, as trustee 


Second Supplemental Indenture, dated 
July 21, 2021, by and among Slack 
Technologies, Inc., the Registrant, Skyline 
Strategies IT LLC and U.S. Bank National 
Association, as trustee 


Description of the Registrant’s Capital Stock Xx 


Salesforce, Inc. Amended and Restated 2013 
Equity Incentive Plan 


Salesforce, Inc. Amended and Restated 2004 
Employee Stock Purchase Plan 


Form of Indemnification Agreement between 
the Registrant and its officers and directors 


MetaMind, Inc. 2014 Stock Incentive Plan 


2014 Amended and Restated Inducement 
Equity Incentive Plan 


Related forms of equity agreements under the 
Amended and Restated 2013 Equity Incentive 
Plan 
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Form 


8-K 


8-K 


8-K 


8-K 


S-8 


S-8 


S-1/A 
S-8 


10-Q 


10-Q 


Incorporated by Reference 


SEC File No. 


001-32224 
001-32224 
001-32224 


001-32224 


001-32224 


001-32224 


001-32224 


001-32224 


001-32224 


333-265555 


333-265555 


333-111289 
333-211510 


001-32224 


001-32224 


Exhibit 


3.1 
3.1 
4.1 


4.1 


4.2 


4.2 


4.1 


4.2 


4.3 


4.3 


44 


10.1 
4.1 


10.3 


10.4 


Filing Date 


4/4/2022 
12/16/2022 
6/1/2022 


4/11/2018 


4/11/2018 


7/12/2021 


7/21/2021 


7/21/2021 


7/21/2021 


6/13/2022 


6/13/2022 


4/20/2004 
5/20/2016 


6/1/2022 


6/1/2022 


Exhibit 
No. 


10.8* 


10.9* 
10.10* 


10.11* 


10.12* 


10.13* 


10.14* 
10.15* 


10.16* 


10.17* 


10.18 


10.19 


10.20 


10.21 


Provided 
Exhibit Description Herewith 
Related forms of equity agreements under the 
Amended and Restated 2004 Employee Stock 
Purchase Plan 


Related forms of equity agreements under the 
Amended and Restated 2014 Inducement 
Equity Incentive Plan 


Amended and Restated Gratitude Bonus Plan 


Traction Sales and Marketing Inc. Equity 
Incentive Plan 


Form of Change of Control and Retention 
Agreement as entered into with Marc Benioff 


Form of Change of Control and Retention 
Agreement as entered into with Parker Harris 


Form of Change of Control and Retention 
Agreement entered into with non-CEO 
Executive Officers after 2014 


Founder Restricted Stock Agreement 


Aircraft Time Sharing Agreement, dated 
March 17, 2020, between the Registrant and 
Marc Benioff 


Non-Employee Director Compensation 
Program and related form of Director RSU 
Agreement x 


Settlement Agreement, dated November 
2022, between Salesforce UK Ltd. and Gavin 
Patterson xX 


Office Lease, dated April 10, 2014, between 
the Registrant and Transbay Tower LLC 


Purchase and Sale Agreement, dated 
November 10, 2014, between the Registrant 
and 50 Fremont Tower, LLC 


Credit Agreement, dated as of December 23, 
2020, by and among the Registrant, the 
lenders and other parties party thereto, and 
Citibank, N.A., as Administrative Agent, 
Swingline Lender and an Issuing Lender, as 
amended by Amendment No. 1, dated as of 
April 4, 2022. 


Credit Agreement, dated as of December 23, 
2020, by and among the Registrant, the 
lenders and other parties party thereto, and 
Bank of America, N.A., as Administrative 
Agent. 
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Form 


10-K 


10-K 


10-K 
10-K 


10-K 


10-Q 


10-Q 


10-Q 


8-K 


Incorporated by Reference 


SEC File No. 


001-32224 


001-32224 
001-32224 


333-265557 


001-32224 


001-32224 


001-32224 
001-32224 


001-32224 


001-32224 


001-32224 


001-32224 


001-32224 


Exhibit 


10.5 


10.6 
10.7 


4.3 


10.13 


10.14 


10.16 
10.18 


10.17 


10.2 


10.2 


10.9 


10.2 


Filing Date 


6/1/2022 


6/1/2022 
6/1/2022 


6/13/2022 


3/9/2009 


3/9/2009 


3/5/2020 
3/5/2020 


3/17/2021 


5/30/2014 


11/26/2014 


6/1/2022 


12/23/2020 


Exhibit 
No. 


23.1 


32.1 


101.INS 
101.SCH 


101.CAL 


101.DEF 
101.LAB 


101.PRE 
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Provided 
Exhibit Description Herewith 
Nomination and Cooperation Agreement 
between Salesforce, Inc. and ValueAct 
Capital Management L.P., dated January 27, 
2023 


List of Subsidiaries xX 


Consent of Independent Registered Public 
Accounting Firm x 


Power of Attorney (incorporated by reference 
to the signature page of this Annual Report on 
Form 10-K) x 


Certification of Chief Executive Officer 

pursuant to Exchange Act Rule 13a-14(a) or 
15d-14(a), as adopted pursuant to Section 302 

of the Sarbanes-Oxley Act of 2002 Xx 


Certification of Chief Financial Officer 

pursuant to Exchange Act Rule 13a-14(a) or 
15d-14(a), as adopted pursuant to Section 302 

of the Sarbanes-Oxley Act of 2002 Xx 


Certification of Chief Executive Officer and 

Chief Financial Officer pursuant to 18 U.S.C. 

Section 1350, as adopted pursuant to 

Section 906 of the Sarbanes-Oxley Act of 

2002 Xx 


Inline XBRL Instance Document 


Inline XBRL Taxonomy Extension Schema 
Document 


Inline XBRL Taxonomy Extension 
Calculation Linkbase Document 


Inline XBRL Extension Definition 


Inline XBRL Taxonomy Extension Label 
Linkbase Document 


Inline XBRL Taxonomy Extension 
Presentation Linkbase Document 


The Cover Page Interactive Data File, 
formatted in Inline XBRL (included in 
Exhibit 101) 


Form 


8-K 


* [Indicates a management contract or compensatory plan or arrangement. 
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Incorporated by Reference 


SEC File No. 


001-32224 


Exhibit 


99.1 


Filing Date 


1/27/2023 


SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized. 


Dated: March 8, 2023 
Salesforce, Inc. 


By: /s/ AMY WEAVER 


Amy Weaver 
President and 
Chief Financial Officer 
(Principal Financial Officer) 


Dated: March 8, 2023 
Salesforce, Inc. 


By: /s/ SUNDEEP REDDY 


Sundeep Reddy 
Executive Vice President and 
Chief Accounting Officer 
(Principal Accounting Officer) 
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POWER OF ATTORNEY AND SIGNATURES 


KNOW ALL PERSONS BY THESE PRESENT, that each person whose signature appears below 
constitutes and appoints Marc Benioff, Amy Weaver, Sundeep Reddy and Todd Machtmes, his or her 
attorney-in-fact, each with the power of substitution, for him or her in any and all capacities, to sign any 
amendments to this Annual Report on Form 10-K, and to file the same, with exhibits thereto and other 
documents in connection therewith, with the Securities and Exchange Commission, hereby ratifying and 
confirming all that said attorney-in-fact, or his or her substitute or substitutes, may do or cause to be done by 
virtue hereof. Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 
10-K has been signed below by the following persons on behalf of the registrant and in the capacities and on the 
dates indicated. 


Signature Title Date 
/s/ Marc Benioff Chair of the Board and Chief March 8, 2023 
Marc Benioff Executive Officer (Principal 


Executive Officer) 


/s/ Amy Weaver President and Chief Financial Officer March 8, 2023 
Amy Weaver (Principal Financial Officer) 
/s/ Sundeep Reddy Executive Vice President and Chief March 8, 2023 
Sundeep Reddy Accounting Officer (Principal 
Accounting Officer) 
/s/ Laura Alber Director March 8, 2023 
Laura Alber 
/s/ Craig Conway Director March 8, 2023 


Craig Conway 


/s/ Arnold Donald Director March 8, 2023 
Arnold Donald 
/s/ Parker Harris Director, Co-Founder March 8, 2023 


Parker Harris 


/s/ Alan Hassenfeld Director March 8, 2023 
Alan Hassenfeld 
/s/ Neelie Kroes Director March 8, 2023 


Neelie Kroes 


/s/ Sachin Mehra Director March 8, 2023 
Sachin Mehra 

/s/ Mason Morfit Director March 8, 2023 
Mason Morfit 
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Signature 


/s/ Oscar Munoz 


Oscar Munoz 


/s/ Sanford R. Robertson 
Sanford R. Robertson 


/s/ John V. Roos 


John V. Roos 


/s/ Robin L. Washington 
Robin L. Washington 


/s/ Maynard Webb 


Maynard Webb 


/s/ Susan Wojcicki 
Susan Wojcicki 


Director 


Director 


Director 


Director 


Director 


Director 


121 


Title 


Date 


March 8, 2023 


March 8, 2023 


March 8, 2023 


March 8, 2023 


March 8, 2023 


March 8, 2023 


Board of Directors 


Marc Benioff 
Laura Alber 

Craig Conway 
Arnold Donald 
Parker Harris 

Alan Hassenfeld 
Neelie Kroes 
Sachin Mehra 
Mason Morfit 
Oscar Munoz 
Sanford Robertson 
John V. Roos 
Robin Washington 
Maynard Webb 
Susan Wojcicki 


Chair, Chief Executive Officer & Co-Founder 

President & Chief Executive Officer, Williams-Sonoma 

Former Chief Executive Officer, PeopleSoft 

Former President & Chief Executive Officer, Carnival Corporation 
Chief Technology Officer & Co-Founder 

Chairman Emeritus & Former Chief Executive Officer, Hasbro 

Former Vice President of the European Commission 

Chief Financial Officer, Mastercard 

Chief Executive Officer & Chief Investment Officer, ValueAct Capital 
Former Executive Chairman & Chief Executive Officer, United Airlines 
Principal, Francisco Partners 

Former U.S. Ambassador to Japan; Co-Founder, Geodesic Capital 
Former Executive Vice President & Chief Financial Officer, Gilead Sciences 
Founder, Webb Investment Network 

Former Chief Executive Officer, YouTube 


Executive Team 


Marc Benioff 
Parker Harris 
Brent Hyder 
Brian Millham 
Sundeep Reddy 


Srinivas Tallapragada 


Amy Weaver 


Investor Relations 


Stock Listing 


Chair, Chief Executive Officer & Co-Founder 

Chief Technology Officer & Co-Founder 

President & Chief People Officer 

President & Chief Operating Officer 

Executive Vice President & Chief Accounting Officer 
President & Chief Engineering Officer 

President & Chief Financial Officer 


investor @salesforce.com 


Salesforce trades on the New York Stock Exchange 
under the ticker symbol “CRM.” 


Note on Forward-Looking Statements 

This annual report contains forward-looking statements within the meaning of the federal securities laws. Actual results could 
differ materially from those expressed in such statements. Further information on factors that could affect results is included in 
the fiscal 2023 Form 10-K, included in this annual report. 
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